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HEARING ON PROPOSED AMENDMENTS TO
STRENGTHEN THE JOB TRAINING PARTNER-
SHIP ACT

THURSDAY, MAY 9, 1991

Housg oF REPRESENTATIVES,
SuUBCOMMITTEE ON EMPLOYMENT OPPORTUNITIES,
COMMITTEE ON EDUCATION AND LABOR,
Washington, DC.

The subcommittee met, pursuant to call, at 1:05 p.m,, Room 2261,
Rayburn House Cffice Building, Hon. Carl C. Perkins [Chairman)
presiding.

Members present: Representatives Perkins, Andrews, Gunderson,
and Molinari.

Also present: Representative Goodling.

Staff present: Omer Waddles, staff director; Pat Fahy, senior leg-
islative analyst; Deborah Katz, office manager; John Fitzpatrick,
clerk; Tracy Hatch, minority professional staff member; and Beth
Buehlmann, education coordinator.

Chairman PErkINs. I'd like to cali this hearing to order since the
Secretary of Labor has arrived.

Good afternocon, and welcome to the Subcommittee on Employ-
ment Opportunities’ hearing on proposed amendments to improve
the Job Training Partnership Act. While I welcome each witness, 1
especially want to welcome my friend and former colleague, our
new Secretary of Leoor, Lynn Martin. This is the Secretary’s first
appearance before this subcommittee, and we look forward to her
testimony on the administration’s proposal to amend JTPA.

Over the last couple of years, there have been numerous propos-
als to amend this program. While separate versions of amendments
passed both the House and Senate last year, I am committed to
taking a renewed look at all proposed amendments beginning with
today’s hearing.

Since JTPA’s enactment into law in 1982, there have been count-
less articles and reports criticizing various aspects of this program.
Many of these criticisms have revolved around “creaming’’ and tar-
geting issues. In genzral, the JTPA program has been accused of
serving the “most likely to succeed” and not those “most in need”
of services. In addition, some reports have claimed that the most
comprehensive training services have been provided to the most job
ready and not the least skilled. Numerous reports have also
charged State and local JTPA programs with widespread waste,
fraud, and abuse.

(9Y]
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The General Accounting Office and the Department of Labor’s
Office of the Inspector General are here today to discuss their most
recent investigations into these issues and to make recommenda-
tions to address them. One point that has been repeatedly empha-
sized in these reports is the lack of Federal and State oversight and
guidance for these programs. I believe that the Congress and the
administration are in agreement on the need to increase oversight
of this program, and I look forward to working with each of our
witnesses as well as my colleagues on the subcommittee and the
Committee on Education and Labor to draft amendments to JTPA.

I know that each of us here today is committed to improving
JTPA and to ensuring that we make this a strong, viable program.
Currently, JTPA serves only about 5 percent of the eligible popula-
tion. If we are ever to solve the overwhelming problems of unem-
ployment, poverty, crime, dependency, and utter hopelessness
among so many in our Nation, we must provide better opportuni-
ties and alternatives for productive employment.

JTPA is some.imes ca{)led the “second chance” system for drop-
outs, the poor, and the uneducated; however, for many youths and
adults, JTPA is the “last chance” to attain the education and voca-
tional skills necessary to be productive contributors to cur society,
not dependents on it. JTPA, when at its best, can provide the tools
necessary to lift people out of poverty and despair.

This week in our Nation’s capitaf', we witnessed an example of
what happens when frustrated, poor, and unemployed people are
deprived of adequate opportunities to provide for themselves and
their family. For this segment of our population, the work place
offers little more than dead-end jobs with less than poverty wages.
This pent up frustration and hopelessness led to an explosion of
random violence. I wonder how much of this rioting could have
been prevented had basic skills and job training been available to
ell those in need instead of only the 5 percent it is now reaching.

We as a Nation can and must do much more to addrese the pov-
erty, unemployment, and despair that exist in every community in
our country. JTPA has the potential to provide meaningful employ-
mlent opportunities to the mest disenfranchised segment of our pop-
ulation.

As the new chairman of the Subcommittee on Employment Op-
portunities, I am committed to improving and expandinz JTPA to
address the desperate needs of the disadvantaged in our Nation. I
lo?ik forward to hearing the testimony of each of our witnesses here
today.

Mr. Gunderson, do you have an opening statement?

Mr. GunpersoN. Thank you, Mr. Chairman, and I am going to be
brief and ask unanimous consent that a long statement might be
inserted in the record.

I want to join with you in welcoming our friend and former col-
league. I was almost going to say “former friend and colleague,”
and I was going, “Wait a minute.” I understand the proper roles
here between the two agencies’ levels of Government, but we want
to be careful about that.

We are delighted you are back and look forward to the outstand-
ing leadership that you can and will provide at the Department for

[
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There is 0. e area that I would like to focus on in opening re-
marks, however—and it may be a difference in tone, because I
think that when all is said and done, Chris Perkins and Steve Gun-
derson will be on the same side and the same side, hopefully, of the
administration in a bipartisan bill. But I would like people in this
room to understand that there are some of us who believe that we
are simply trying to make a good program better, and I simply
reject much of the discussion that has occurred in this country over
the last few years about how bad the job training program is.

This program was created with the intent of having local flexibil-
ity to respond to the unique job training needs and emergencies of
diverse areas. Chris and I come from rural areas. We ought to have
very different service delivery areas and job training programs
than exist in New York City or Miami. I have witnessed in my dis-
trict just in the past few months the closing of the largest manufac-
turing facility in my district with some 4,000 jobs being laid off.
Under this prograrm, Secretary Jones and others were able to re-
spond, and respond quickly and affirmatively, so that we could
move in with discretionary funds to provide the kind of emergency
training that was needed.

So I am more than happy to work with everyone in this room to
make a good program better. ] am not interested in disinantling,
rewriting, or rejecting the foundation under which the Job Train-
ing Partnership Act exists today.

With that, I look forward to the efforts, Mr. Chairman, and cer-
tainly our first witness. Thank you.

[The prepa. d statement of Hon. Steve Gunderson follows:]
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The Honorable Steve Gunderson
Subcommittee on Employment Opportunities
Hearing on Proposed Amendments to JTPA
May 9, 1991

Opening Remarks

Thank you, Mr. Chairman. I am personally pleased that we
are holding this hearing today =- and I'm zure many if not all
of those here share that sentiment. It ig certainly more than
time for us to move ahead with these amendments, that we
strengthen and "fine-tune" the Job Training Partnership Act, and
that. we put to rest once and for all the impression that has
been left in the public's mind that this program is “the next
Savings and Loan scandal,"

We bugan the process of amending JTPA in the last Congress.
Regrettably, our efforts did not meet with success, despite
continued attempts to reach compromise both within the House and
between the two bodies of this Congress on key issues. After
the disappointment of last year, I am pleased that both Chairman
Perkinre and Chairman Ford have pledged to work witn myself and
Mr. Goodling to cooperatively and carefully craft a bipaitisan
proposal which will address the needs of the JTPA program and
its participants.

As We work to craft our amendment package, there are several
key issues which must be addressed:

Are those most in need of JTPA services being
effectively targeted? How should we determine "most in
need?" T feel strongly that the "most in need" are
those with skill deficiencies which too often present
insurmountable barriers to employment, not those who

simply fit a certain "demographic profile,w

P
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How can we best ensure the fiscal integrity of the JTPA
program? Do we need to craft and statutorily impose
JTPA-specific principles for administration and
accounting? will simply adopting the OMB Circulars
meet our purpose? 1Is scme hybrid of the two the best
solution? What are the impacts for the system of these
various proposals?

How can we best promote the continued cooperation and
conversation between the various human services
providers who work with JTPA's eligible population?

How can we best serve the youth who come to JTPA?
should we consolidate all youth services into one
year-round program or should we retain the successful
summer youth component of JTpPA as a separate and
distinct program?

How should we handle State set-asides? Should this
money be reallocated? Should new purposes be
erphasized or required? Are these programs meeting the

needs they were intended to address?

Clearly, there are many questions which need to be posed and

answered, and many different proposals to be e.=xluated and

melded to arrive at the best response for the JTPA programs.

This hearing is just the first step. I am sure that the

testimony from our distinguished witnesses this afternoon will

help us frame our debate and spur us to move quickly with

legislative action.

O

ERIC
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Chairman PerkINS. Thank you, Steve, for those excellent com-
ments.

Madam Secretary, once again we would be pleased to hear from
you.

STATEMENT OF HON. LYNN MARTIN, SECRETARY OF LABOR, U.S.
DEPARTMENT OF LABOR, WASHINGTON, DC, ACCO APANIED BY
ROBERTS T. JONES, ASSISTANT SECRETARY OF LABOR FOR
EMPLOYMENT AND TRAINING

Secretary MARTIN. Thank you. Current friends, thank you.

I am pleased, of course, to be here to discuss how we can make
the JTPA more effective in meeting the needs of the least skilled
and most economically disadvantaged youth and adults.

As Secretary of Labor, I have, and I would hope every Secretary
of Labor would have, a goal of ensuring that America has a quality
work force second to none. One means of achieving this goal is to
increase the number of American workers who benefit from train-
ing or work-related education. We are hearing talk of that in the
President’s Strategy for America 2000. Another way is to upgrade
the quality of our training and worker-related systems, a key com-
pom;t:t which is the Second Chance System, and that, of course, is
JTPA.

It has been an excellent program which, in many ways, has re-
ceived the acclaim it deserves because there have been some re-
markable successe:. Its record in placing participants in jobs is un-
paralleled. I, as a Member of Congress, just as Congressman Gun-
derson, and I know you, too, Congressman Perkins, have stories
about JTPA.

Rockford, Iliinois had a small program for high school dropouts.
It was called Martin House. I must teli you quickly it was named
for Martin de Porres, not for me. It served the most disadvantaged
segments of the Rockford commurity. Two-thirds of those who
went through the program were placed in jobs or went on to fur-
ther training.

But we can make JTPA better and we can make it more respon-
sive to the labor market needs of the 1990’s.

After 10 vears of operation, it is time to reassess the program
and to make needed changes. We need a broad bipartisan consen-
sus on those changes, and I think that has emerged. The consensus
was evidenced last year by the passage of the amendments in the
House. Only two Members in either the House or the Senate voted
il opposition.

Then there was, indeed, a slight problem, as you know, the rush
to adjournment—Ilet’s suffice to call it that—so that a few minor
differences weren’t resolved. I .ion’t think any of us want that to
happen again. It is my conviction that we can make a difference
and we can pass the right kind of legislation in both Houses and
have it signed. That wilf enhance the integrity of the program and,
I hope, make it even more etfective.

In some respects, the bill that we will submit will be similar to
the bill submitted in 1989. But we have incorporated some new fea-
tures that were part of continuing negotiations with the staffs and
with the Members who, I think, have come up with some excellent

11




7

ideas. We have also incorporated scme features that were included
in the House bill and in the Senate bill last year. I hope that that
combination is a winning one, and we look forward to making sure
that the final product reflects the knowledge of this committee and
the help of the House.

The gill is basad on five principles: First, we maintain the suc-
cessful cornerstone of the current program. While the hill does talk
about changes, the basic structure of the delivery system is kept,
particularly the public/private partnership. I believe that has been
a critical part in obtaining not just the success but the job place-
ment percentages. We want to continue to tap the energies and tal-
ents of those who have beca responsible for the success, and that is
States, private industry councils, local officials, and others. The
will continue to be responsible. States and local delivery areas will
continue to have flexibility to design programs tailored to their in-
dividualized markets. The system of performance standards, which
helps to ensure accountability. also remairs an integral part of the
program.

The second principle—and, Mr. Chairman, you alluded to this in
your opening remarks—is improving targeting on those most in
need or most at risk. One of the critic'sms of JTPA has been that it
is not focused on those who really have and are facing long-term
failure in the job market. Our proposal responds to the criticism in
several ways: by revising the eligibility criteria to assure that
JTPA serves those with particularly significant barriers; by chang-
ing the funding allecation formulas to redirect funds to areas with
greater numbers of the disadvantaged population; and by authoriz-
ing a new Youth Opportunities, or YOU program. We have got to
have those acronyms to make the program work. YOU is targeted
on areas with high poverty and would stimulate community-wide
action to improve the opportunities for youth. Targeting would be
fl(lirtlher enhanced by establishing separate programs for youths and
adults.

The third principle is achieving human resource program coordi-
nation. That is kind of a bureaucratic way of saying we have to
make it work better. The bill would establish specific requirements
for linkages with other programs, such as JOBS, tc¢ avoid duplica-
tion and enhance service delivery. It would establish a new State
Human Resource Investment Council to oversee the State level co-
ordinatior of Federal human rescurce programs. Moreover, we will
propose to increase the impact of the current education coordina-
tion grant authority by focusing on two critical needs: school-to-
work transition and adult literacy.

The fourth principle is enhancing the quality of the programn
itself. We believe that that can be done by providing more inten-
sive and comprehensive services to participants We will require
that all participants be assessed to determine their skill levels,
needs, and interests. On the basis of that assessment, a service
strategy would be developed. The SDA’s would be asked to offer ap-
propriat. service options so that participants’ needs can be individ-
ually met. To clarify expectations and enhance accountability, local
programs would provide achievement objectives for participants.

Compared with the current program, our proposal would also
provide for more intensive services. It would place increased em-
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phasis on the acquisition of pasic and occupational skills, and it
would allow follow-up assistance for one year after a participant
enters the labor market. Finally, summer jobs for youths would be
integrated with longer-term education and training services.

A fifth and obviously extraordinarily important principle is fiscal
accountability. As you are aware, some aspects of JTPA have re-
ceived criticism from the Department of Labor’s own Inspector
General, the GAOQ, and the press. Our proposal contains provisions
to respond to what is often legitimate criticism of the program. We
would require that the governors establish and implement procure-
ment standards for JTPA to ensure accountability and to prevent
fraud and abuse. We would also ensure that compliance with the
standards is closely monitored and that when and where a problem
arrives corrective action is promptly taken or sanctions are ap-
plied. Other provisions, such as those requiring the charging of ex-
penditures to appropriate cost categories and restricting the use of
program income, would also promote fiscal integrity.

Mr. Chairman, I know that Congress has a full agenda of labor
and human resource issues, but it is important that we don’t delay
consideration of these amendments. I believe there is a consensus
in favor of these changes to JTPA that could mean and should
mean prompt action. We must hold the Second Chance job training
system accountable to the highest standards of excellence and in-
tegrity. By so doing, we increase the opportunities avaiiable to our
economically disadvantaged to attain independence and to improve
the work force itself.

Mr. Chairman, members of the committee, I bring with me today
one of the experts in the field, Assistant Secretary of Labor Bok
Jones. He or I will be happy to respond to any questions thai you
have, and I repeat again our desire to work closely with the sub-
committee, the full committee, the House, and then the Senate to
make sure we have quick and bipartisan passage of this necessary
set of amendments.

Thank you.

[The prepared statement of Hon. Lynn Martin follows:]




S8TATEMENT OF
LYNN MARTIN
SECRETARY OF LABOR
BEFORE THE
SUBCOMMITTEE ON EMPLOYMENT OPPORTUNITIES
COMMITTEE ON EDUCATION AND LABOR
U.8. OF REPRESENTATIVES

May 9, 1991

Mr. chairman and Members of the Subcommittee:

I am pleaced to have the opportunity to appear before some of
my former colleagues to discuss how we can make the Job Training
Partnership Act (JTPA) more effective in meeting the needs of the
least skilled and most economically disadvantaged youth and
adults.,

As Secretary of Labor, one of my goals is to ensure that
America has a quality workforce which is second to none. uJne
means of achieving this goal is to increase the number of
American workers who benefit from training or work-related
education, as proposed in the President's AMERICA 2000 Education
Strategy. Another means is to upgrade the quality of our
training and work-related education system, a key component of
which is our principal '"second chance" job training program =--
JTPA.

JTPA has achieved remarkable success. Its record in placing
participants in jobs is unparalleled. We can, however, make JTPA
even better and more responsive to the labor market of the
1990's. After nearly ten years of operation, it is time to

reassess the program and make some needed changes.
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A broad, bipartisan consensus has emerged on the changes we
need to make to JTPA. This consensus was evidenced late last
year by the passage of JTPA amendments in the House and Senate
with only two members voting in opposition. Unfortunately, ar
impasse over the impact of funding formula changes, the press of
other business, and the rus': to adjournment did not allow
sufficient time for differences to be resolved. We must not lose
another opportunity to improve JTPA. We must act quickly to
revitalize JTPA, elevate it to a higher standard of eXcellence,
and enhance the integrity of the program.

The proposal we will transmit is in many resjpects similar to
the bill submitted by the Administration in 1989, We have also
incorporated some features that were included in the House and
Senate bills passed last year, and have made several important
changes based on discussions with our Inspector General,
representatives of the JTPA system, and Congressional staff.

our bill is based on five key principles. First, we would
maintain the successful cornerstones of the current JTPA prodram.
it is important to emphasize, Mr. Chairman, that while our bill
proposes important changes to JTPA, we would retain the basic
structure of the delivery system -- particularly the public-
private partnership -- that has been, in our view, a critical
factor in the program's success. We want to continue to tap the
energies and talunts of those vno have been responsible for *his
success == Staten, Private Industry Councils, local elected

officials, and others. Private Industry Councils will continue
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to be responsible for planning and oversight of JTPA programs.
states and local service delivery areas will continue to have the
flexibility to design programs tailored to their labor markets,
The system of performance standards, which helps to ensure
accountability, also remains an integral part of the revised
program.

our second principle is improving tardetind on thore most in
peed or at-risk. One of the major criticisms of JTPA has been
that it has not focused on those most at-risk of long term
failure in the job market. Our proposal responds to that
criticism in several ways: by revising the eligibility criteria
to ensure that JTPA serves those with particularly significant
barriers to employment; by changing the funding allocation
formulas to redirect funds to arevas with greater numbers of the
disadvantaged population; and by authorizing a new Youth
opportunities Unlimited (YOU) Program, targeted on areas with
high poverty, that would stimulate community-wide action to
imprec v opportunities for youth. Targeting would be further
enhanced by establishing separate programs for youth and adults.

Our third principle is achjeving human regource proqram
coordination. This will be prcmoted in many ways. The bill
would establish specific requirements for linkages with other
programs, such as JOBS, to avoid duplication and enhance the
delivery of services. It would establish a new State Human
Resource Invest.ient council to oversee State~level coordination

of Federal human resource programs. In addition, we will propose
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to increase the impact of the current education coordination
grant authority by focusing it on two critical needs: school-to-
work transition and ac¢wlt literacy.

A fourth principle is enhancing program guality. This would
be accomplished by providing more intensive and comprehensive
services to participants. We would require trat all participants
be assessed to determine their skill levels, needs and interests.
On the basis of that assessment, a service strategy would be
developed. Service Delivery Areas would be asked to offer
appropriate service options, so that a participant's needs can be
met. To clarify expectations and enhance accountability, local
programs would provide achievement objectives for participants.
Compared with the current program, ~ur proposal also would
provide for more intensive services; it would place increased
emphasis on the acquisition of basic and occupational skills; and
it would allow follow-up assistance for one year after a
participant enters the labor market. Finally, summer jobs for
youth would be integrated with longer-term education and training
services.

A fifth and final principle is jncreasing accountability.

As you are aware, some aspects of JTPA have received criticism
from the Department of Labor's Office of the Inspector General,
the General Accounting Office and the press. Our proposal
contains provisions to responu to legitimate criticisms of the
program. We would require that the Governors establish and

implement procurement standards for JTPA to e’.sure fiscal
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accountability and prevent fraud and abuse. We also would ensure
that compliance with the standards is closely monitored

and that where problems arise, corrective action is promptly
taken or appropriate sanctions are applied. other provisions,
such as those requiring the charging of expenditures to
appropriate cost categories and restricting the use of program
income, would also promote fiscal integrit, .

Mr. Chairman, I know that the Congress has a full agenda of
labor and human resource issues to address this year, but it is
important that we not delay consideration ¢f these amendments. I
believe there is a consensus in favor of these vital changes to
JTPA that should enable prompt actica. We must hold our seccnd
chance job training system accountable to the highest standards
of excellence and integrity. By so doing, we increase the
opportunities available to our economically disadvantaged to
obtain economic independence and improve the skills and
productivity of our workforce.

Mr. Chairman, this concludes my prepared statement. I would
certainly be happy to respond to anv questions that you or other

members nf the Subcommittee may have.
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Chairman Perkins. Thank you, Madam Secretary.

Mr. Gunderson.

Mr. GunDERSON. Thank you, Mr. Chairman.

I have a number of questions, so you may want to i2ll me when
my time is up, and I will continue in the next cycle, or whatever
the case might be.

Chairman PErkiNns. Take your time, Steve.

Mr. GunpErsoN. First of all, Madam Secretary, there have been
a number of allegations raised against JTPA programs as you men-
tioned in your accountability standard with large amounts of
“questionedy expenditures cited.” Can you follow through with us
and share with us the final resolution of some of those audits. You
can take a particular State, for example, if you want—however you
would like to do that.

Secretary MARTIN. Sure.

Mr. GUNDERSON. But there seems to be a problem between alle-
gations and reality here, and I would like to understand how you
handle that.

Secretary MarTIN. Two ways: One, say something we all already
know, and that is, sometimes there is more interest in the allega-
tions than in what finally happens. The percentage of fraud in
JTPA is estimated at less than 1 percent. So I just want to set the
record straight. That doesn’t mean that there haven’t been some
problems, some of which are addressed in this bill and others of
which are being addressed through the rule-making process. In
other words, it would have been less than responsible of the De-
partment of Labor to not attempt to take care of some of those sit-
uations by the rule-making process, and we are doing that right
now.

I will also point out that, with any audit, the final determina-
tions of the audit and the review are always publicly available, and
I think that is important to note.

Do you have any more comments on the audits, since you have
been so integrally involved in all of those, Bob?

Mr. Jongs. I think that a general rule is that the questioned
costs, usually on average, result in something around 50 percent
actual disallowed costs when we are finished and all is said and
done. They range from as low as 5 or 6 percent of the questioned
costs up to about 50 percent, and the case that people speak of
most often, I guess, is Oregon, which was $54 million questioned
and ultimately $3.2 million of actual disallowed costs that were, in
fact, collected back, most of the rest of it being documentation that
was later found or clarified or records that were found and/or cost
category judgments where things were moved from cne category or
another. But the actual cash collected back vwas $3.2 million.

Mr. ZUNDERSON. One of the apparently more recent decisions by
the administration focuses on the use of the OMB circulars. Do you
want to comment on exactly where that is and what you see the
implications of that being for States and SDA’s?

ecretary MARTIN. I think we have reached considerable agree-
ment finally on this delicate issue. It may be an agreement that
satisfies no one totally but I think does answer what is important.
May I first suggest that JTPA is slightly different than other areas
where circulars are used, but the goals of the circulars and the

13y
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goals of the accountability that we want for JTPA are the same. So
the bill that we will be bringing to you has agreement from OMB
about how we will achieve that goal. Again, since negotiations have
occurred on every level with this—again, our Inspector General,
this Secretary, the members of the administration, I think, are all
seeking the same goal, and I hope we have at least got a measure
of congensus now.

Mr. JoNEs. I think that certainly we are all in agreement on the
issues that need to be addressed, and in the legislation that will be
placed in front of the committee within the next couple of days we
address each of those areas. Circulars will not be applied in that
legislation based on the thesis that this is still a program with local
flexibility that is not necessarily standardized across the board.

However, every provision in those circulars that has any direct
applicability to the issues that have been raised by the Inspector
General, GAO, and other such reports has been applied and, in
many, many cases, applied in substantially more detail and further
than the circular itself would lay out.

There are two problems generally with the circulars. One is that
significant parts of the circular simply aren’t relevant. They are
standardization for standardization purposes and deal with report-
ing and prior approvals, things that just aren’t in the program and
don't result in much improvement.

Secondly, they frequently don’t go to what the problem has been.
We have not exactly determined, for example, that State policy in
grocurement is the problem. What has happened is, the States

aven’t carried out their own policies, managed them at the SDA
level, and then monitored it and enforced those policies. This legis-
lation will contain vers specific provisions in those areas far
beyond what the circulars have in them.

Mr. GUNDERSON. Actually, Mr. Secretary, that is part of my con-
cern.

You mention in your statement, Madam Secretary, on puge 4,
“We would require that Governors establish and implement pro-
curement standards for JTPA to ensure fiscal integrity.” It was not
even a conservative Democrat on this commititee, it was one who
would certainly put himself even more in the liberal category, and
that is not meant in any way as a negative statement, but Pat Wil-
liams has sat or this committee and on the full committee many
times and said the one problem we have with JTPA is that all the
regulations, rules, and mandates, and paperwork that we eliminat-
esd at the Federal level have been duprizated twice over by the

tates.

I have a real concern that what you are going to do here is end
up creating a federally funded, State regulated program that is
going to elim.:nate much of the flexibility that we still are trying to
seek at the local level. What kind of assurances can you give me
that tnat won’t happen in this process?

Secretary MARTIN. You mean aside from, “We're from the Gov-
ernment, and we're here to help you?”

We are trying to move on tﬁat path, and it is a delicately bal-
anced one, and we welcome, first of all, the committee’s input. We
have been talking to the staff and to the committee all through
this process about making sure, on one hand, the principle of fiscal
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accountability is kept and, on the other hand, the principle of local
flexibility and some local decision making, really—empowerment—
kept on the other. We think we have reached that balance.

In other words, {’ou can’t just say, well, we are not going to do
an{thing and it will all work out, or, conversely, that from here we
will impose this overwhelming set of criteria that will just make
the program fall under its own weight, and we wind up spending S0
much money on the accounting part of it that we won’t help the
kids we are trying to help. I think we have hit the middle ground,
ggd we welcome your looﬁing at it and seeing if there is something

tter.

The reason I think we have met the middle ground is, no one
likes it a lot and no one can think that there is a slightly better
way that brings the parties together. So I think we may be at one
of those moments on this part of the bill, and, believe me, every
single part of what you are saying is also partially true, where we
think we have hit that balance.

The guarantee—I don’t think we come with this kind of bill with-
out the guarantee, that we feel so strongly—that is, the Depart-
ment of Labor—about JTPA and our determination to make it a
full success that that guarantee for the young people that may be
helped is so real, we don’t want to overburden it. I hope you feel
we have hit the middle ground, too.

Mr. GUNDERSON. You call for the establishment of a new State
Human Resource Investment Council. Last year, in the reauthor-
ization of Vocational Education, we tried to do a statewide coordi-
nating council and we failed miserably in that regard. I would be
curious as to what ];:rograms you intend to include under yours,
and I would really like some encouragement, because I think I sup-
Eort this concept. Why do you think we are going to be successful

ere when we weren't last year?

Secretary MARTIN. Because we are putting you in charge of it,
Congressman.

Mr. GUNDERSON. I told you I failed.

Secretary MARTIN. Well, one cannot always guarantee success,
but one should still try for the best things.

Bob, are you getting the list?

Mr. JoNEs. Yes. Basically, the core, as you know, is JOBS, voc-ed,
JTPA, and then there is the employment service, and there are
several other pieces.

Mr. GuNnDERSON. Do you include adult education, too? That was
in last year’s plan-—adiilt education, vocational education, job
Xaining, Wagner-Peyser, part F of title IV of the Social Security

ct.

Secretary MARTIN. Right.

Mr. JonEs. The second part of your gquestion is a tough one for
all of us, but I would suggest that, given the President’s education
agenda and the broad agenda that this committee has even dealt
with on integrating services in a variety of ways continues to in-
crease the atmosphere in which a number of proposals will be
coming along focused this way. So we just assume that the atmos-
ghere is worth continuing to raise this issue whether it is in this

ill or another bill, as you have shared, at the State level. I don’t
think people care an awful lot about which program those services
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come from, and getting them together to plan together is an impor-
tant thing to do.

Secretary MARTIN. I understand, Congressman, that there are
some groups that, for whatever reason, feel less comfortable with
this. But I would also add that when the Congress and the Presi:
dent looked at changes in budget formulation, that acted as an ad-
ditional incentive to make sure we are able to do this. There is a
limited resource here called money, and if we don’t spend it as well
as we know how—and that means not necessarily separate castles
but kind of a joint defense here—then we aren’t serving the people
that all of us claim to want to serve, so we have got to try and it
just seems to me the temperature is a little different out there. We
will see.

Mr. GUNDERSON. Let’s hope.

My final question, Mr. Chairman, focuses on the area of summer
youth programs. It is no secret, at least to Mr. Jones, that I and
Chairman Hawkins last session both felt very strongly about the
summer youth program. You are again advocating that this pro-
gram ought to be consolidated with a year-round youth prograr.. I
guess I am giving you an opportunity now to convince me that you
are right and we are wrong.

Secretary MARTIN. Secretary Jones.

Mr. JoNEs. I seldom get it from both sides.

I think that there was a very constructive dialogue with this
committee last year when we made this proposal to you and the
chairman at that time on the necessity to not simply address only
employment for 7 or 8 weeks during the summer but to address the
needs of these young people on a broader base, through whatever
mechanism. Qur proposal is to set up a year-round youth program.

One of the discussions in this committee was to link the two in
one way or another. I think that it is the substance here that is
important more than anything else. We just can’t continue to put
these folks through summer programs without addressing what we
know are employment barriers down the road. That is more true
today than it was a year ago as we sat here. It is true in the whole
education debate. Whatever mechanism we choose to employ to ad-
dress that, I think it is important that we do and not just walk
away from it.

Secretary MARTIN. Although I am certainly willing to keep the
good humor, it still remains an important issue, and I have come
not to disbelieve in summer youth programs, because they have a
niche. But as a former teacher I have come increasingly to believe
that thet drop in achievement in August in some ways makes them
far less useful. Some of these kids are more and more at risk, to
use the current terminology, and really require this.

So understanding the political impli::ations, in this case the as-
sistant secretary is absolutely right. The substance is correct, and
we should be talking and moving on it. As you look at it, we all
know that bills are adapted and changed, and certainly both of us
understand that. But this really does have some substantive issues
that are politically difficult but are real, and the more I look at
these programs, the more convinced I become.
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Mr. GunDpERSON. The only concern I think we have is that the
year-round program may result in the elimination of a lot of
summer programs.

Secretary MARTIN. It is expensive, but the other thing you are
going to find cut when you look at this—and I would be less than
responsible if I didn’t tell you—is that we are finding we have to be
more intensive, not less intensive in our work with these individ-
uals, and that very int2nsity is more expensive.

Mr. GunpeERrsoN. Thank you, Mr. Chairman.

Chairman PERrkiINs. Thank you, Mr. Gunderson.

Just following up on that briefly, can you tell us the total
number of youth that would be served in title II(a) and II(b) in your
proposal compared to the total now served based on level funding?

Secretary MARTIN. Sure. I am not going to beat around the bush
with this one—okay?—because there are a few clever ways I could
state it, but why don’t we get right at it.

Half a million in the year-round program. That is more than are
now enrolled but is less than the total would have been if we had
kept the summer youth program and a year-round program. In
other words, I am not going to make you fish for that answer.

If we had done it the old way, we would have served more, we
just don’t think as wisely. Five hundred thousand. If you did it the
other way, 648,000. We don't think it ends up we truly serve them.

I hope that is at least, as I say, h(nest. Maybe it is not what
people would like to hear, but that is the honest answer on it.

Chairman Perkins. Okay. I just wanted to get that while Steve
was talking about it.

Secretary MARTIN. Yes, it is true. ‘

Chairman Perkins. Ms. Molinari, do you want to ask some ques-
tions right now?

Ms. MoLiNARI I have no questions, Mr. Chairman.

Chairman Perkins. Okay. Then I will go on with some more that
I have in my mind.

Secretary MARTIN. Sure. Please, Mr. Chairman.

Chairman Perkins. Well, I see Mr. Andrews is here. I will ask
him—do you have any questions that you want to ask?

Mr. ANDREWS. Yes, I do.

Chairman PerkINs. Okay. Please go ahead.

Mr. ANDREws. Thank you, Mr. Chairman.

Secretary MARTIN. Hello.

Mr. ANDREws. Madam Secretary, I apologize for not being here
for your entire time.

I am very interested in the Job Training Partnership Act be-
cause my experience before I came here was as a county official
which was one of the grantees, a local employment and training
center, and one concern that was brought to our attention is the
inadequacy of administrative cost availability for the local grantee.

I met with the grantees in the three counties that comprise m;
Congressional district, and there was a twofold concern. One is that
the quantity of dollars available for the administrative activities of
the grantees is insufficient, and two is that, as more mandates pile
up, as flexibility becomes less for the local grantees, it becomes
everi more difficult to achieve those administrative objectives.

I wonder if you could respond to those two concerns.
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Secretary MARTIN. Yes. First, we have tried to retain flexibility
within our constraints. As you know, to have a successful program,
it must also be fiscally responsible. We, too, heard some of the
same complaints on doﬁars. You will find that in the bill there is
an increase for administrative costs to 20 percent. I suppose, on the
one hand, one can argue someone always wants a little more, but
we think that was a direct answer to some very legitimate prob-
lems, as you know from being a former county official.

Mr. ANprews. Thank you. Let me ask you a related question.
The county officials in N}e'aw Jersey, the part of the State I repre-
sent, were interested in being involved in what you might call a
com{)etitive evaluation situation, where the size of the JTPA grant
would be tied to the quality of performance of the local grantee.
Given what I would call, to borrow from Olympic diving, a difficul-
ty factor, clearly it is a lot more difficult to place an 18-year-old
unwed mother who is a high school dropout than it is a 35-year-old
mechanical engineer. If there could be some ailowance for the diffi-
culty in the job market for that, my local grantees express a great
desire in having a new means of evaluating local grantees that
would be performance based where, if they do a better job placing
participants, they would receive a relatively higher grant share in
the next year, and the further concept we “alked about was almost
banking your JTPA allocation. So, in effe.t, the Department would
set up a line of credit almost for the local grantee where you could
draw upon future years’ outlays if there was an immediate need,
provided that you met the kind of quality criteria we are talking
about. How would you respond to something li’.e that?

Secretary MARTIN. The first part of the idea was so good, we put
it in the bill.

Mr. ANDREWS. You have been reading my mail again?

Secretary MARTIN. We did; we did. Actually, we just said, if we
can hang around Congressman Andrews’ office we can——

. Mr. ANpreEwS. That is right. I wondered who that was, and now I
now.

Secretary MARTIN. Lurking. So there is performance data that
will be used, and we tried to do it in such a way so you didn’t get
into that very argument, and part of it was to answer the questions
of “creaming.” So these things are tied together.

The second part of your question about being able to bank future
allocations, I think, gets us into other problems of a different
nature. So without commenting bad or good, I am just saying I am
not sure about even the legality.

Mr. ANDREWS. Let me give you an example of what I mean. In
my district, there was a major Flant closing. Campbell Soup Com-
pany closed a plant in March of 1990 which had 950 workers. The
JTPA program in the county of Camden is a very successful and
well managed one given the high quality of local leadership in the
last few years.

Secretary MARTIN. It has lost some by it, but others have gained,
yes.

Mr. ANprREws. There was an immediate need which was served
by a discretionary grant. The Secretary made a discretionar
grant. But there was an immediate need for a very high level of jo
training overnight because 950 people were out of work on a
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Monday morning. There was some interest, and, instead of waiting
for the discretionary grant dollars to come through—and they did
not come through, I believe, ur.til October, after a March lay-off—
and tlie county being able to say because we have a good track
record, because we have had successful audits, have not demon-
strated any fiscal irresponsibility. we can draw down on some exist-
ing funds already committed to us to meet this discretionary iiced
and ther use the discretionary funds to replenish the other ac-
counts later on—in other words, give the local unit the ability to
respond to its more immediate needs.

Secretary MARTIN. Without commenting one way or another and
seeing some problems that somz of you who have been involved in
the budget and appropriating process may be aware in doing some-
thing like that, we will be happy to take a look at that. It is cer-
tainly a creative idea.

Mr. ANDREws. Fine. One other question, and I appreciate the
specificity of your answers. Obviously, you have been on this side of
tlt]e table much more than some of the others that we ask questions
of.

Secretary MARTIN. Maybe I should learn to just say, “Sir, that is
fine. We will see.”

" Mr. Anprews. That is right. That would be the answer I usually
ear.

The third question is, what kind of interaction are we anticipat-
ing between the jobs program, the welfare reform program, and the
ongoing JTPA effort?

I will tell you that among the most successful examples of JTPA
activity I have seen locally are those where the New Jersey welfare
reform program, a program called REACH, has been married insti-
tutionally and programmatically with the existing JTPA effort.
What kind of provisions are we going to make for that?

Secretary MARTIN. Actually, in my opening statement, I specifi-
cally was able to talk about how we think there has to be at least
an engagement between them if there cannot always be a full mar-
riage, but there has to be, and that multiplicity of services ends up
being good for the person one is trying to help but good for the pro-
g}r;ams, and there has to be that. So in the bill we actually speak to
that.

Now other members of the panel point out that supporting that
doesn’t necessarily mean it happens, but you happen to be abso-
lutely right. There have to be those kinds of marriages; and I
would like to compliment Assistant Secretary Jones who I think is
lv)v_<l)lrking very hard to make sure that is happening in part of the

ill.

Mr. ANprews. I would also mention, he was kind enough to pro-
vide for me very early on this year a briefing, I think prior to your
appointment, about that, and I appreciate that as well.

hank you.

Chairman PerkiNs. Thank you, Mr. Andrews.

Ms. Molinari, do you have anything at this time?

Ms. MoLiNARL No, thank you.

Chairman PErkiINs. Okay. Madam Secretary, if I could just ask

ou a couple of questions, and I realize you are on kind of a short
eash here, but while you're here——
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Secretary MARTIN. A sk.ort leash?

Chairman PeRkINs. Nothing personal.

Secretary MarTIN. I know.

Chairman PERKINS. In terms of some of the money that we are
talking about for the program, last year, based on passing a budget
contingent with the President’s plan, they were talking about a
$300 million increase. This year I notice it is pretty much ievel
funded. What sort of plans do you have in terms of working out
priorities with OMB to see some increases here either supplement-
ing this year or in the fiscal year 1993 budget?

retary MARTIN. Again, I return to the agreement passed by
the Congress, and that does limit our ability. In effect, it limits
what you can do in a supplemental, as you know.

I passed this on to you, Mr. Chairman, yesterday in the middle of
a committee ineeting. One of the members of that committee in the
other body suggested a $50 billion increase, which is almost twice
what my entire Department does now in everything. Assistant Sec-
retary Jones, as I recall, was for that. Although I was going to add
on to the building, reason brings us to. We are beginning to devel-
op the 1993 budget within the Igepartment. This is an extraordinar-
ily important part of the program, but I cannot .ell you, nor should
I, that there is suddenly going to be more money this year; there is
not; the budget agreement precludes that.

Chairman PeRkINS. Madam Secretary, I understand some of the
problems that we all face. This program did not receive an infla-
tion increase this year.

Secretary MARTIN. There are other areas—and I am not going to
go into them, but we lost $400 million in administrative costs in
the budget passed by the Hoise for unemployment insurance,
which I still don’t understand. How we can talk about increasing
unemployment and cutting it back by $400 million?

I can just assure you of this. I will, as a relatively new Secretary
but someone pretty familiar with the budget process, be working
very diligently to make sure these programs get as much as they
are able. This is a good program; it is just a doggone good program.
No one is ever going to get all that they want, but it is a good pro-
gram, and I would like to see it at the appropriate funding level.
. Chairman PERrkINs. I just want to encourage you to try to fight
y«trjth OMB to place it a little higher on the list of funding prior-
ities.

Let me ask you a little bit about how you think we can best
serve some of tfvw most at risk populations. There was a GAO study
that said that only around 12 percent of the dropouts that were
served actually were given any sort of remedial education along
with it. Now according to some of the drafts we have seen, you
seem to be moving towards addressing some of the problems that
you have there. I would like you to elaborate a little for us, if it is
not too much trouble.

Secretary MARTIN. No, it is not at all.

hC}';airman PeRrkINS. How do you think we should be approaching
this?

Secretary MARTIN. I am going to give the 20 seconds and let Bob

o on with it, but it is desperately important that we do that.
iscal accountability is partially a driving force here.
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Let me also assure you that making sure we are just not doing
the same things for a nice group but not the real group that we
should be helping—I am determined that that not happen, that the
targeting be real and that we, as difficult as it is, try to break that
cycle.

If Bob will go on—I think in the series of amendments we will be
offering, that I hope will enjoy your support, we address at the
problem.

Mr. Jongs. The issue is addressed in two significant ways, both
on the targeting side. The new eligibility criteria state you not only
have to be disadvantaged but, also, a set percent both of youth and
adult have to be either rchool dropouts or have one of a series of
other very specific deficiencies. In the case of youth, £J percent
must be out of school. So the bill is very targeted on that group.

Perhaps more important, however, is, having said that, when you
get over to the services side, assessment is required and we require
that services meeting the needs identified in that assessment be
provided. So if it is a dropout who, in fact, has an educational defi-
ciency, that is going to be dealt with before we wander off and put
them in OJT or something else.

Chairman Perkins. I am not trying to get into the problem of
the OMB circulars, which was discussed earl‘er, but how do you
reward those SDA’s that are going ahead and not just doing the
“creaming” but are using this approach and getting the most diffi-
cult to serve and giving them the remedial education?

Secretary MARfIN. Mr. Chairman—and I think we have dis-
cussed this—as you know, regrettably, I have another place that I
have to be. May I be excused to leave it in the good hands of Aszist-
ant Secretary Jones?

Chairman PEeRkINS. Absolutely.

Secretary MARTIN. I hope to come back often. Thank you.

Chairman PerkINS, Madam Secretary, we are pleased to have
you here, and we will look forward to having you with us again.

Secretary MARTIN. Thank you.

Chairman Perkins. Thank you.

Go ahead, Bob.

Mr. JoNes. Mr. Chairman, currently the performance standards
system is based on credits for service to the hard to serve and
higher levels of services.

econdly, in this bill we now add into that system educational at-
tainment for adults, so that there is credit given, in fact, for serv-
ing them and for getting a grade gain, or however we measure
that, for service to those people.

The question then becomes, how much weight do you put on such
assistance?

Chairman PEerkINs. Yes, it does.

Mr. JonNes. We don’t have a specific answer to that. It has
worked remarkably well and, as you know, is now a model for a
number of other programs. Clearly, all of us are going to have to
sit and look at it, as Mr. Andrews suggested, and ask whether we
can move more weight into .hat system and give more credit.

I would add, what I just described in terms of eligibility for serv-
ice is relatively universal. We are going to move from a program
that had no definition beyond disadvantaged to very tightly con-
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strained definitions. So everyone is going to be serving that clien-
tele to that degree.

Chairman PERkKINS. Included, I guess, in that was some sort of,
well, Brownie points for educational——

Mr. JoNEs. Gain.

Chairman PERKINS. [continuing] gain.

Mr. JonEs. Yes, sir.

Chairman PerkINS. I noticed in reading the Inspector General’s
report last night that he was opposed to that concept for adults.
How would you respond to that?

Mr. JonEes. You know, one of the classic debates——

Chairman PERkINS. It was GAO. Excuse me.

Mr. JonEs. Yes—in this business, and we ourselves, as you recall,
started this out, moving our credit to placement as the most impor-
tant outcome of any of these programs, and we have now backed
off into this educational gain for the very specific reuson that we
have found—and the Inspector General has, in fact, criticized the
program for this—an emphasis on placement as a goal without
giving the services that increase people’s long-term employability.

So I think the issue of making sure that we serve people in a
way that not only results in employment but gives them the ability
to use that employment and move up the line is every bit as impox-
tant as just a job.

I would be less than sanguine if I didn't suggest that this is a
very important issue that lies between JTPA and JOBS. The JOBS
legislation, as you may recall, says the first test is, put people in
jobs regardless of their needs, andy we would argue that we need to
look at these two concepts as to which is a better payoff and which
is more important. We believe that educational gain is very impor-
tant.

Chairman PEeRrkiNs. Mr. Secretary, I think we are going to take a
little break here so that I can go to vote, and I will be back very
shortly. You are welcome to stay if there is not too much difficulty.

With that, we will take a ve:y short recess.

[Recess.]

Chairman Perkins. Mr. Secretary, I appreciate your patience.
Let me ask you something about “on-the-job training.” There has
been some legitimate criticism, I think, of some of the practices
that have been employed in the past on the OJT situations. How do
you think your proposed amendment on OJT is going to address
the reverse referral program?

Mr. JonEgs. Let me divide it into two parts. Number one, both
GAO and the Inspector C2neral have raised these issues; they are
absolutely right. We have put provisions in the basic bill that limit
the time a participant can be in OJT, the time allowed for training,
and who can be in OJT that addresses each of their concerns.

The issue, as we know it, is an issue called brokering that has
popped up since last year’s discussion. We have put some things in
this bill to deal with that issue to clearly identify who, in fact, is
the liable party and who is the referral party and whom the deci-
sions are to revert back to if, in fact, a problem occurs in the
system. We think these will address the problems we have had in a
couple of recent audits around these brokers. We have had a couple
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of s?rious problems. We think these provisions will address that di-
rectly.

Chairman PEeRkINS. In terms of some of the regulatory changes
that perhaps you are prepared to make before we see any sort of
new law that comes on the books, could you tell us what is in store
for us in the immediate future?

Mr. Jones. I think that the issues we published in the Federal
Register when we announced that cover each of the basic areas
that the Inspector General and the GAO have raised—fromn OJT to
the administeative process, procurement, financial accounting, cost
categovries, and a number of those areas.

Most of the language that was there and that we have dealt with
in the public discourse since that time is in our bill now. Our final
Aecision as to what to do with that will depend on our sense of
which parts we think are best legislated and which parts we want
to address in the regulatory process. We intend to come to this
committee to make that decision and to share how we think that
ought to be worked out.

Chairman Perkins. I appreciate that, Mr. Secretary.

Steve, do you have any more questions?

Mr. GunpEersoN. No, thank you.

Chairman PerkINS. Thank you very much for your testimony,
Mr. Secretary, and we will be communicating again in the very
near future, I am sure.

Mr. Jones. Thank you, Mr. Chairman.

Chairman PerkINs. With that, we would like to call on the next
panel: the Honorable Julian De La Rosa, Inspector General, De-
partment of Labor, accompanied by Gerald Peterson; and Franklin
Frazier, Director of Education and Employment, Human Resources
Division, GAO, accompanied by Sigurd Nilsen.

Gentlemen, we are pleased to have you with us today, and*I'd
like to reco§nize the Inspector General, Julian D¢ La Kosa.

If you will just give us your statement, tnen we will be prepared
to go on to Mr. Frazier.

STATEMENTS OF HON. JULIAN DE LA ROSA, INSPECTOR GENER-
AL, U.S. DEPARTMENT OF LABOR; ACCOMPANIED BY GERALD
PETERSON, ASSISTANT INSPECTOR GENERAL, OFFICE OF
AUDIT; FRANKLIN FRAZIER, DIRECTOR OF EDUCATION AND
EMPLOYMENT, HUMAN RESOURCES DIVISION, GENERAL AC-
COUNTING OFFICE, AND SIGURIY NILSEN, ASSISTANT DIREC-
TOR FOR LABOR ISSUES

Mr. DE LA Rosa. Thank you, Mr. Chairman.

I will attempt to summarize my statement and ask that the
statement, in its entirety, be entered into the record.

Chairman Perkins. Without objection, it is so ordered.

Mr. DE LA Rosa. Mr. Chairman and members of the subcommit-
tee, thank you for inviting me to testify before you today in my ca-
pacity as the inspector general of the U.S. Department of Labor. 1
hope that my comments about our experiences in reviewing the
Job Training Partnership Act as well as our suggestions for im-
proving its operation will be useful to this committee as it evalu-
ates the various proposals for amending JTPA.
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I am accompanied this afternoon by Mr. Gerald Peterson, who is
the Assistant Inspector General for the Office of Audit, and he
brings with him, I should say, the historical and institutional
knowledge of our involvement in JTPA.

Before discussing our findings and recommendations, I would
like to express my appreciation to this subcommittee for its con-
tinuing interest and efforts to develop and support programs to
assist our most disadvantaged citizens to become productive mem-
bers of society. We are pleased to have the cpportunity to work
with you and the subcommittee staff in this important endeavor.

I would also like to commend Secretary Martin for her leader-
ship in job training initiatives and to recognize the extensive effort
by the Employment and Training Administration, which has
worked with our office to impruve the operation of JTPA.

My testimony today focuses on the results of our reviews of the
JTPA program, as well as our concerns for much needed program
improvements to increase accountability for the expenditure of pro-
gram funds. The suggestions are based on work we have done and
reported in semiannual reports to the Congress over the years. I
am providing specific recommendations for amendments to im-
prove accountability and also enable the program to accomplish its
mission more efﬁcientli.

Speciﬁcally, I am asking the Congress to consider thz following:
first, to clarify its intent regarding the classification of JTPA as a
block grant; second, to adjust the program targeting to ensure that
the greatest number of t]!xe most disadvantaged are servcd by the
program, thereby creating the most productive return on the JTPA
investment; third, to bring cost accountability to the program by
eliminating the single unit charge allowance for performance-based
contracts and by assuring that procurement standards are adopted
to eliminate abusive practices; fourth, to create parallels between
titles II and III of JTPA by establishing in title II a fourth cost cat-
egory for employment assistance services and by having the limita-
tions on costs apply to SDA funds expended rather than funds
available; and, lastly, to eliminate confusion and improve account-
ability by providing definitions for the cost categories.

Nine years have now passed since the Congress enacted the Job
Training Partnership Act. With its enactment, the Congress sig-
naled a profound change in the way the Nation’s employment and
training programs were to be designed and administered. For the
first time, emphasis was placed on the involvement of the private
sector in both its role as majority partner in designing local pro-
grams and as actual provider of training and services for partici-
gants. For the first time, governors were granted significant flexi-

ility to determine policies and procedures for implementing the

rogram in their States. Also, for the first time, the Congress stipu-
ated that the performance of service delivery training programs
was to be assessed against performance standards which were to be
based upon the private sector concept of the return on investment.
In this case, our investment is in human capital.

I wholeheartedly support these program design principles. How-
ever, as all too often happens, some of the design got lost in the
implementation, and the implementation of this program is a key
to understanding many of the problems we currently face.
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The JTPA statute contains no language disclosing congressional
intent that it is to be considered a bleck grant. However, titles I, II,
and II1 of the program were implemented as a block grant and con-
tinue to be treated as such.

Perhaﬁ)s the most significant aspect of the departmental adoption
of this block grant philosophy was the waiver granted to the JTPA
program from the administrative requirements of the OMB circu-
lars. These circulars govern cost, fiscal, and administrative princi-
ples for the majority of Federal grants and cooperative agreements
with State and local governments and nonprofit entities. They es-
tablish a uniform basis for the working relationship between these
entities in the expenditure of Federal program funds and they pro-
vide guidelines to address such issues as allowable costs, profits for
governmental and nonprofit organizations, use of program income,
real property acquisition and disposition, procurement, financial re-
porting, and grant closure.

JTPA regulations, issued in 1983 by ETA, contain some of the
circulars’ normal requirements, but for the most part they de".r to
the governors in the establishment of basic program guidelines, in-
terpretations, and definitions.

It is important that the governors play a major role and have
sufficient flexibility in determining program policy and procedures.
However, in the J%’PA program we believe that the pendulum may
have swung too far. The Federal entity in this partnership has not
fulfilled its responsibilities to establish fundamental parameters for
the program based upon statutory language. This has weakened
the Federal-State partnership, leaving the system without adequate
leadership. As a result, the program suffers from a serious lack of
uniform control and guidance.

OIG believes that adoption of the OMB circulars, through a re-
versal of block grant status for the JTPA program, would provide
uniform requirements throughot the JTPA system and address
most of the procurement, profit, cost accountability, and financial
reporting degciencies reported by the Office of Inspector General
since the inception of the program.

In section 106, Congress stipulated that it viewed the JTPA pro-
gram not as an expense but as an investmeat in human capital.
The Congress further stipulated that its objective was to see that
there was a productive return on this investment. Congress defined
a productive return as being increases in participant employment
and earnings and a decrease in the amounts paid to participants
through welfare benefits.

In order to achieve this end, the Congress directed the Secretary
of Labor to establish performance standards to measure the sys-
ten 's accomplishments. There was to be, in essence, a new bottom
line for employment and training programs.

Our reviews have shown evidence of ‘“‘creaming” in the JTPA
program—that is, serving only the easiest to place participants. We
found that approximately 60 percent of all JTPA participants had
graduated from high school and that about 60 percent of the em-
ployers who receive OJT training subsidies say they would have
hired the participant without the subsidy.

We do not believe this is what the Congress had in mind when it
called for a productive return on the JTPA investment. There is

31



21

nothing more wasteful in the employment and training arena than
operating a program that trains people who only marginally need
training for placement with employers who would have hired and
trained the people without the program.

Mr. Chairman, the draft JTPA bills now under consideration rec-
ognize this program weakness and propose tighter eligibility crite-
ria to focus the program more precisely on those most economically
disadvantaged and skill-deficient participants, and we support this
and encourage you to make the necessary changes to direct the
program to those who need it the most. This is the surest way to
achieve the most productive return on tax dollars.

The second most critical issue after targeting is the adherence by
SDAs to the statutory limitations on costs as well as the system’s
use of single-unit charging of fixed unit price, performance-based
contracts in order to circumvent this portion of the law.

JTPA requires the following: one, not less than 70 cents of every
dollar expended is to be spent on training; two, not more than 15
cents of each dollar on administration; and, three, not more than
30 cents of each dollar on a combination of administration and par-
ticipant support activities.

Unfortunately, in implementing the law, ETA incerted into the
regulations a provision which has tended to mask true administra-
tive expenditures. This insertion allows all costs to be charged to
the training cost category if the agreement with the provider is for
training, is fixed unit priced, and calls for placement of the partici-
pant into the occupation trained for at a wage which is not less
than that which is specified in the agreement.

While seemingly innocuous on the surface, this regulation allows
all costs to be charged to training if fairly specific conditions are
met. However, ETA failed to specifically define “training.” In prac-
tice, the JTPA sysiem has grown to consider all manner of acvivi-
ties as training—to the point where some of our audit work dis-
closed that the entire spectrum of SDAs’ activities were classified
as training and were provided under a single fixed unit price con-
tract.

Beyond this obvious definitional problem, no uniform require-
ments exist for specific cost and price analyses to arrive at a fair
unit price. SDAs, in practice, have arrived at their prices in many
cases simply using what the contractor demands. This lack of cost
and pricing analysis becomes even more significant when you con-
sider OIG’s audit findings that approximately 40 percent of all
JTPA funds are expended via noncompetitive sole source procure-
ments.

We believe that there can be validly written and properly per-
formed fixed unit price contracts. If these contracts are let competi-
tively, if good cost and pricing analyses are an integral part of es-
tablishing fair compensation for services, and if true risk is im-
posed upon the private sector contractor for the opportunity to
earn profits, this type of contracting can serve to achieve a better,
more effective JTPA deliverable,

Mr. Chairman, I have referred only to the private sector contrac-
tor as having an opportunity to earn profits. Governmental entities
should not need a profit motive to provide services for otherwise
eligible recipients. Accordingly, I am trocubled with the idea that
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Governmental and nonprofit entities, who provide JTPA services
under any contracting method, should be allowed to generate prof-
its. Nonprofit operators, on the other hand, could be allowed an ad-
ministrative fee, as the OMB circulars would provide. Profits, how-
ever, defined as an excess of revenue over costs, should be available
only to the private sector and should be tightly controlled through
sound procurement practices over fixed unit price, performance-
based contracting.

Beyond the position that better prncurement practices must he
instituted, single unit charging of the vast majority of fixed unit
price, performance-based contracts is also a problem. The single
unit charging aliowance has negatively affected program ope»-
ations, caused widespread circumvention of Congressional direc-
tives for minimizing administrative activities, and has been detri-
mental to JTPA participants by diverting resources that otherwise
would have been spent on their training.

Fortunately, most of the pending JTPA bills have provisions that
move toward establishing necessary procurement controls. Also,
these bills reassert the requirement that all costs are to be charged
to the appropriate cost categories, with one very limited exception.

We have a further recommendation that will bring greater cost
accountability to the program and bring JTPA titles %I and III into
concert with each other. When JTPA title III, the Economic Dislo-
cation and Worker Adjustment Assistance (EDWAA) program legis-
lation, was enacted in 1988, the Congress established a cost catego-
ry for employment assistance services to segregate those funds
spent for services from those spent on direct training.

A common criticism of JTPA has been that the majority of its
training expenditures has actually been spent on assistance serv-
ices rather than skill-building training. Isolating these costs from
training costs will provide valuable oversight information for this
committee and for the Department of Labor on how funds are actu-
ally expended and will better assure that the program emphasis re-
mains on training, which is the most effective means to achieve
long-term employability and self-sufficiency.

DWAA also stipulated that the cost limitations were to apply to
funds expended rather than funds available, and unexpended funds
were subject to annual reallotment. Currently, title II cost limita-
tions are applicable to funds available for a given program year.
Because of the three-year life of JTPA funds and ETA’s allowance
that unexpended title II funds be carried over from year to year
without reallotment and without tracking by year of appropriation,
there is no way to determine an SDA’s compliance with cost limita-
tion requirements.

Applying the title III requirements to title II will provide the
Congress and the Department with a much clearer picture of how
JTPA funds are expended. Additionally, it will allow for unexpend-
ed funds to flow to those entities making greater use of JTPA
funds. Finally, if the “funds expended” language is coupled with a
requirement for ETA to track SDA expenditures by year of appro-
priation, it wili allow for an assessment of compliance with the
costs limitations that currently does not exist for title II.

In closing, I believe that JTPA has greater potential to create a
better and more productive life for the disadvantaged citizens that
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it was designed to serve. It also has the clear potential for deliver-
ing the productive return on its investment in human capital that
the authors intended. The legislative process will undoubtedly
result in adjustments to the program to increase its ability to ac-
complish these goals. To the extent that my office can continue to
assist this committee and your staff in that process, my staff and 1
stand ready to help in whatever way we can.

This concludes my prepared statement and summary, and I
would be pleased to respond to any of your questions.

[The prepared statement of Hon. Julian De La Rosa follows:]
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STATEMENT OF
JULIAN W. DE LA ROSA
INSPECTOR GENERAL
U.S. DEPARTMENT OF LABOR
BEFORE THE
SUBCOMMITTEE ON EMPLOYMENT OPPORTUNITIES
COMMITTEE ON EDUCATION AND LABOR
U.S. HOUSE OF REPRESENTATIVES
MAY 9, 1991

Mr. Chairman and Members of the Subcommittee, thank you for
inviting me to testify before you today in my capacity as the
Inspector Gnneral of the U.S. Department of Labor. 1 hope that my
comments about our experiences in reviewing the Job Training
Partrership Act (JTPA), as well as our suggestions for improving
its operation, will be useful to this Committee as it evaluates the
various proposals for amending JTPA., I am accompanied this
afternoon by Gerald Peterson, the Assistant Inspector General for
Audit.

Before discussing our findings and recommendations, I would like to
express my appreciation to this Subcommittee for its continuing
interest and efforts to develop and support programs to assist our
most disadvantaged citizens to become productive members of
society. We are pleased to have the opportunity to work with you
and the Subcommittee staff in this important endeavor.

I would also like to commenc Secretary Martin for her leadership
and job training initiatives and to recognize the extensive effort
by the Employment and Training Administration (ETA), which has
worked with the Office of Inspector General (OIG) to improve the
operation of the JTPA.

My testimony today focuses on the results of OIG’s reviews of the
JTPA program as well as our concerns for much needed program
improvements to increase accountability for the expenditure of
program funds. The suggestions are based on work we have done and
reported in semiannual reportes to the Congress over the years. I
am providing specific recommendations for amendments to improve
accountability and also enable the program to accomplish its
mission more efficiently. Specifically, I am asking the Congress
to consider the following:

-= to clarify its intent regardin, the classification of
JTPA as a block grant;

~= to adjust the program targeting to ensure that the
greatest number of the most disadvantaged are served by
the program, thereby creating the most productive return
on the JTPA investment;

- to bring cost accountability to the program by
eliminating the "single-unit-charge" allowance for
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performance-based contracts and by assuring that
procurement standards are adopted to eliminate abusive
practices;

- to create parallels between Titles II and III of JTPA by
establishing in Title II a fourth cost category for
employment assistance services, and by having the

limitations on costs apply to SDA funds expended, rather
than funds available; and

——  to eliminate confusion and improve accountability by
providing definitions for the cost categories,

Mr. Chairman, nine years have now passed since the Congress enacted
the Job Training Partnership Act. With its enactment, the Congress
signaled a profound change in the way the nation’s employment and
training programs were to be designea and administered. For the
first time, real emphasis was placed on the involvement of the
private sector in both its role as majority partner in designing
local programs and as actual provider of training and services for
participants. For the first time, Governors were granted
significant flexibility to determine policies and procedures for
implementing the program in their statis., And, for the first time,
the Congress stipulated that the performance of Service Delivery
Area (SDA) training programs was to be assessed against performance
standards, which were to be based upon the private sector concept
of the return on investment. In this case, our investment is in
human capital. I wholeheartedly support these program design
principles., However, as all too often happens, some of the design
got lost in the implementation, and the implementation of this
program is a key to understanding many of the problems we currently
face.

The JTPA statute contains no language disclosing congressional
intent that it is to be considered a block grant. Furthermore,
this Committee’s ranking members communicated their intent to
firmly establish the Federal government as a full partner in JTPA
in a letter to the ETA Assistant Secretary in February 1983.
Notwithstanding this notification, however, Titles I, II, and III
of the program were implemented as a block grant and continue to be
treated as such.

Perhaps the most significant aspect of the departmental adoption of
this block grant philosophy was the waiver granted to the JTPA
program from the administrative requirements of the OMB Circulars.
These Circulars govern coat, fiscal, and administrative principles
for the majority of Federal grants and cooperative agreements with
state and local governments and non-profit entities. They
establish a uniform basis for the working relationship between
these entities in the expenditure f Federal program funds and
provide guidelines to address such issues as allowable costs,
profits for governmental and non-profit organizations, use of
procgram income, real property acquisition and disposition,
procurement, financial reporting, and grant closure.
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I should point out that the Department of Health and Human Services
has directed that the JOBS program be covered by the OMB

Circulars. This is very significant from the standpoint that both
the JOBS program and JTPA are intended to establish linkages with
each other. To have them operating under dissimilar administrative
and fiscal guidelines will cause problems at the local level.

The JTPA regulations issued in 1983 by ETA contain some of the
Circulars’ normal requirements, but for the most part they defer to
the Governors in the astablishment of basic program guidelines,
interpretations, and definitions, It ig important that the
Governors play a major role and have sufficient flaxibility in
determining pregram policy and procedures. However, in the JTPA
program, we believe that the pendulum may have swung too far. The
Federal entity in this partnership has not fulfilled its
responsibilities to establish fundamental parameters for the
program based upon statutory language. This has weakened the
Federal-state partriership, leaving the system without adequate
leadership. As a result, the program suffers from a serious lack
of uniform control and guidance. OIG believes that adoption of the
OMB Circulars, through a reversal of block grant status for the
JTPA program, would provide uniform requirements throughout the
JTFA system and address most of the procurement, profits, cost
accountability, and financial reporting deficiencies reported by
0IG since the inception of the program.

Mr. Chairman, I would like to highlight what we consider to be the
most significant of our findings and our view of the extent to
which the draft JTPA proposals under discussion will correct these
problems. I will also provide our recommendations for additional
measures to better assure program integrity, accountability, and
success in accomplishing its mission.

The firat and most critical issue is targeting. JTPA was passed in
1982 as a program designed to meet the skills training needs of the
most disadvantaged, in order to allow them to become employed,
productive members of society. The Act was replete with references
to this objective and, in many ways, provided directions oa how the
program was to achieve this goal.

Section 106 of the Act did this in a way that was a significant
departure from social program legislation up to that time. 1In
Section 106, the Congress stipulated that it viewed the JTPA
program, not as an expense, but as an investment in human capital.
The Congress further stipulated that its objective was to see that
there was a productive return on this investment. The Congress
defined a productive return as being increases in participant
employment and earnings and a decrnase in the amounts paid to
participants through welfare benefits. In order to achieve this
end, the Congress directed the Secretary of Labor to establish
performance standards to measure the system’s accomplishments.
There was to be, in essence, a new bottom line for employment and
training programs.

Our audit of "Participant Training and Employment Services,"
released in January 1988, credited the established performance

K‘fc 37,

Aruitoxt provided by Eic:



33

4

measures as greatly influencing program operations. Unfortunately,
the influence of these performance measures was not in ways that
result in a productive return on DOL expenditures. For examp'.e,
our audit found the cnllection of placement data was influencing
the system to strive for placerents. In fact, we reported that
JTPA was achieving a 70% placement rate.

However, our reviews have also shown evidence of “creaming" in the
JTPA program -- that is, serving only the easiest to place
participants. We found that approximately 60% ot all JTPA
participants had graduated from high school and that about 60% of
the employers who received OJT training subsidies say they would
have hired the participants without the subsidy.

We do not believe this is what the Congress had in mind when it
called for a productive return on the JTPA investment. There is
nothing more wasteful in the employment and training arena than
operating a program that trains people who only marginally need
training for placement with employers who would have hired and
‘rained the people without the program.

Mr. chairman, the draft JTPA bills now under consideration
recognize this program weakness and propose tighter eligibility
criteria to focus the program more precisely on those most
economically disadvantaged and skill-deficient participants. We
support this and encourage you to make the necessary changes to
direct the program to those who need it the most. This is the
surest way to achieve the most productive return on tax dollars.

We recommend, however, that performance standards also specifically
include measures of actual increases in employment and earnings of
participants, as well as measures of actual reductions in welfare
benefits received by participants. As currently written, the Act
does not specifically require that the standards include these
measures, although it strongly suggests these measures are
appropriate. The existing JTPA performance standards still do not
capture these basic measures, and because of their importance to
the return cn investment calculation, we would recommend that
consideration be given to a statutory requirement in this area.

I should point out that we also would recommend that the Act be
amended to establish a national definition of placement. The
current DOL definition of placement, which allows extremely
short-term placements to be counted, results in wide variations in
what is reported as a program success.

In our view, the second most critical issue after targeting is the
adherence Ly SDAs to the statutory limitations on costs (outlined
in Section 108 of the Act), as well as the system’s use of
single-unit-charging of fixed unit price, performance-based
contracts, in order to circumvent this portion of the law.

When the Cuingress passed JTPA in 1982, there was great sentiment to
make sure that the JTPA program, unlike CETA, was not going to be
subject to the criticism that too much of the program’s funds were
being spent for administration, and not enough on actual training.
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To avoid this criticiem, JTPA requires the following: (1) not less
<-han 70 cents of every dollar expended is to be spent on training,
(2) not more that 15 cents of each dollar on administration, and
(3) not more than 30 cents of each dollar on & combinat.ion of
administration and participant support services.

Unfortunately, in implementing tha law, ETA inserted into the
requlations a provision which has tended to mask true
administrative expenditures. This insertion allows all costs to be
charged to the training cost categery if the agreement with the
provider is for training, is fixed unit priced, and calls for
placement of the participant into the occupation trained for at a
wage which is not less than that which is specified in the
agreement.

While seemingly innocuous on the surface, this regulation allows
all costs to be charged to training if fairly specific conditions
are met. However, ETA failed to specifically define "training."
In practice, the JTPA system has grown to consider all manner of
activities as training, to the point where some of our audit work
disclosed that the entire spectrum of some SDAs'’ activities were
classified as training and were provided under a single fixed unit
price contract.

Beyond this obviour definitional problem, no uniform requirements
exist for specific cost and price analyses to arrive at a fair unit
price. SDAs, in practice, have arrived at their prices, in many
cases, simply using what the contractor demands. This lack of cost
and pricing analysis becomes even more significant when you
consider 0IG’s audit findings that approximately 40% of all JTPA
funds are expended via non-competitive, sole source procurenents,

Additionally, the terms "placement in the occupation trained for at
a wage not less than that specified in the agreement" have begn
construed not to apply to all of the participants originally
contemplated under the contract. contract requirements for full
performance have often been modified ‘rithout basis, or were simply
ignored. 1In effect, SDAs accepted less than full performance in
such contracts, often refusing to consider them failed. Perhaps
this was because of the SDAs’ desire to have all costs under such
contracts considered as training costs, without segregation and
reporting of administrative activities included in their
performance.

With all these incentives for writing fixed unit price,
performance-based contracts, and with the SDA’s having the ultimate
benefit of not having to charge any administrative costs for these
services, it is not surprising that as much as 70% to 80% of all
SDA funds are reportedly being spent via this contracting method.

We believe that there can be validly written and properly performed
fixed unit price contracts. If these contracts are let
competitively, if good cost and pricing analyses are an integral
part of establishing fair compensation for services, and if true
risk is imposed upon the private sector contractor for the
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opportunity to earn profits, this type of contracting can serve to
achieve a better, more effective JTPA deliverable.

Mr. chairmin, I have referred only to the private sector contractor
as having un oppor::nity to earn profits. Governmental entities
should not need a profit motive to provide services for otherwise
eligible recipients. Accordingly, I am troubled with the idea that
governmental and non-profit entities, who provide JTPA services
under any contracting method, should be allowed to generate
profita. Non-profit operators, on the other hand, could be allowed
an administrative fee, as the OMB Circulars would provide.

Profits, however, defined as an excess of revenue over costs,should
be available only to the private sector and should be tightly
controlled through sound procurement practices over fixed unit
price, performance~based contracting.

Beyond the position that better procurement practices must be
instituted, gindle-~unit-~charging ot the vast majority of fixed unit
price, performance-based contracts is also a problem. The
single-unit-charging allowance has negatively affected program
operations; caused widespread circumvention of congressional
directives for minimizing administrative activities; and has been
detrimental to JTPA participants, by diverting resources that
otherwise would have been spent on their training.

Fortunately, most of the pending JTPA bills have provisions that
move toward establishing necessary procurement controls. &alcso,
these bills reassert the requirement that all costs are to be
charged to the appropriate cost categories, with one very limited
exception.

on this last point, Mr. Chairman, I would recommend that, if the
Congress allows any exception to the charging of costs to the cost
category which most benefits from the expenditures, that this
exception be limited to tuition, which should be defined in the Act
as 'payments to accredited educational institutions at the rate
available to the general public."

We have a further recommendation that will bring greater cost
accountability to the program and bring JTPA Titles II and III irto
concert with each other. When JTPA Title III, the Economic
Dislocation and Worker Adjustment Assistance (EDWAA) program
legislation, was enacted in 1988, the Congress establicshed a cost
category 10or employnent assistance services to segregate those
funds spent for services from those spent on direct training. A
common criticism of JTPA has been that the majority of its training
expenditures has actually been spent on assistance services rather
than skill~building training. Isolating these costs from training
costs will provide valuable oversight information for this
Committee and DOL on how funds are actually expen:’ed and will
better assure that the program emphasis remains on training, which
is the most effective means to achieve long~term employability and
self-sufficiency.

EDWAA also stipulated that the cost limitations were to apply to
funds expended rather than funds available, and unexpended funds
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were subject to annual reallotment. Currently, Title II cost
limitations are applicable to funds available for a given program
year. Because of the 3-year life of JTPA funds and ETA’s allowance
that unexpended Title II funds be carried over from year to year
without reallotment and without tracking by year of appropriation,
there is no way to determine an SDA’s compliance with cost
limitation requirements.

Applying the Title III requirements to Title II will provide the
Congress and the l'epartment with a much cleaier picture of how JTPA
funds are expended. Additionally, it will allow for unexpended
funds to flow to those entities making greater use of JTPA funds.
Finally, if the “funds expended" language is coupled with a
requirement for ETA to track SDA expenditures by year of
appropriation, it will allow for an assessment of compliance with
the vosts limitations that currently does not exist for Title IT.
Interrelated with this dis~ussion of cost accountability is our
recommendation that all the cost categcries be at least generically
defined in the Act, using Section 204, Use of Funds, as the basis
for the definitions.

In summary, these recommendations are being made consistent with my
responsibilities under the Inspector General Act. They represent
our best judgement for solving the problems we have detected within
JTPA. We have arrived at these recommendations through extensive
internal deliberations as well as discussions with ETA.

Most of our recommendations are included in the draft discussion
proposal under consideration. They call for better targeting of
the most disadvantaged. eliminating the single-unit-charge
allowance, and correcting procurement deficiencies. Such changes
will address our most significant concerns. We also encourage you
to clarify the JTPA partnership to establish a functioning Federal
role, by having the uniform guidelines of the OMB Circulars apply
to the program.

In closing, I believe that JTPA has great potential to create a
better and more productive 1ife for the disadvantaged citizens that
it was designed to serve. It also has the clear potential for
delivering the productive return on its investment in human capital
that the authors intended. The legislative process will
undoubtedly result in adjustments to the program to increase its
ability to accomplish these goals. To the extent that my office
can continue to assist this Committee in that process, my staff and
I stand ready to help in whatever way we can.

Mr. chairman, this concludes my prepared statement. I would be
pleased to respond to any questions that you or other Members of
the committee may have.
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Chairman PERrxINs. Thank you, Mr. De La Rosa.

Mr. Frazier, we are pleased to have you with us today, and we
would also be very pleased to listen to your statement.

Mr. Frazier. Thank you, Mr. Chairman, Mr. Gunderson. We wel-
come the opportunity to be here tod: .

I have with me Mr. Sigurd Nilsen, who is our Assistant Director
for Labor Issues, and I will just take a few minutes to briefly sum-
marize my statement, which I will submit for the record.

Mr. Chairman, our testimony today covers six points. First, the
majority of the SDA’s we visited underreported administrative ex-
penditures, resulting not only in misrepresentation of program
costs but also a circumvention of the 15 percent statutox?r limita-
tion placed on administrative expenditures. Nine of the 12 SDA’s
we visited underreported their administrative expenditures.

As can be seen from our chart, if the SDA’s had accurately re-
ported their administrative costs, we estimate that seven of the
nine SDA’s would have exceeded the administrative cost limitation
from a range of 18 percent up to 191 percent.

Second, we found SDA’s were wasting OJT resources by, one, en-
tering into OJT contracts that exceeded Labor’s suggested length of
training; two, training individuals who alrcady had significant
work experience in the occupations for which they were being
trained; and, three, training individuals already working for the
OJT employer.

Again, as shown by our chart, all 11 SDA’s we visited that use
OJT exceeded Labor’s suggested training time for low-skilled jobs.
About three-quarters of these contracts were excessive. Examples
of excessive training include a 65-day OJT contract for a hotel
maid, a 70-day OJT contract for a kitchen helper, and a 129-day
OJT contract for a car wash attendant. All of these contracts
should have taken less than 80 days, according to Labor’s guide-
lines. This type of excessive training resulted in a waste of about
$250,000 or over a third of the funds spent on OJT.

Similarly, we found about 25 percent of the individuals in our
sample had at least one year of prior experience in the field for
which they were being trained. For instance, one SDA developed a
12-month OJT contract with an employer to train a participant as
an oil burner technician. The participant already had 5 years’ ex-
perience in this job.

We also identified instances in which SDA’s entered into an OJT
contract with a company to train someone already employed by
that company. This practice subsidizes the employer’s salary and
training expenses.

Labor’s legislative proposal will limit the length of OJT to the
amount of time generally required to learn the job but in no case
to exceed 6 months. We believe that Labor’s proposal is a step in
the right direction for preventing excessive OJT. However, care
should be taken to assure that the proposed 6 months ceiling does
not become the norm. Further, when determining the appropriate-
ness of OJT, consideration should be given to the participant’s
work experience and prior employment with the OJT employer.

Third, we found questionable contract administration practices
at two-thirds of the SDA’s we visited. Examples of these question-
able practices include payments to training vendors that were not
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in accordance with their contract requirements, Federal partial
payments guidelines being ignored, ang payments for unsupported
expenditures.

r. Chairman, we believe some of these problems that I have
mentioned are the result of inadequate oversight and monitoring of
the JTPA program. Program monitoring varied substantially
among the States. For example, one State did not reveal the finan-
cial management and procurement system of its SDA’s until 7
years after the program had been implemented. In contrast, an-
other State spent 4 weeks a year at each SDA assessing various ac-
tivities,

Labor has recently indicated a need to go beyond its current
oversight and monitoring practice and has undertaken new initia-
tives aimed at improving program integrity. It has initiated a
series of special reviews targeted to specific areas of program vul-
nerabilities, including procurement in OJT.

Labor also has under cons.deration recommendations to focus
Federal review efforts on program quality, program effectiveness
and outcomes, and is considering shifting its emphasis away from
State administration and toward local program operation. We be-
lieve thuse initiatives are a step in the right direction.

My fourth point, Mr. Chairman, concerns proposals for targeting
JTPA participants. Labor’s legislative proposal would require that
at least 65 percent of the adults served have one of the following
employment barriers: one, being basic skills deficient; two, being a
school dropout; three, being a welfare recipient; four, being unem-
ployed for 6 months or longer.

Labor’s proposal is aimed at enrolling more of the hard-to-serve
porulation into the program. However, it appears that the proposal
will result in little change. We estimate tﬁat about 71 percent of
the JTPA participants already have one or more of the targeting
characteristics specified in Laﬁor’s proposal. Therefore, the 65 per-
cent requirement is already being met. A more effective wpproach
to targeting the hard-to-serve adults may be to require that the
programs serve a specific percentage of adults with multiple bar-
riers to employment.

My fifth point, Mr. Chairman is that Labor’s proposa! to include
adult competencies as performance indications is a concern. Ac-
cording to Labor’s proposal, adult competencies include the acquisi-
tion of skills, including basic skills, required to promote continued
employability in the local labor market.

We agree that the basic and other skills can contribute signifi-
cantly to an individual’s employability. However, we would caution
that the attainment of an adult competency might best be consid-
ered as a means to an end and not the end in itself. According to
the JTPA, the basic measure of JTPA performance is tke increase
in employment and earnings and a reduction in welfare dependen-
cy. In our view, the principal outcome measure for adult training
programs is and should continue to be job placements. Permitting
the attainment of competencies to be counted as an acceptable out-
come measure in lieu of placements could discourage SDA’s from
giving participants the training needed to achieve employability
and could lessen their incentive to aggressively seek job placement
for these individuals.
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My sixth and last point relates to reporting requirements. We be-
lieve that the subcommittee’s deliberation on amending the JTPA
provides an excellent opportunity to address an issue that we view
as a long-standing weakness of JTPA—that is, the lack of compre-
hensive data on participants’ characteristics, enrollment activities,
program outcomes, and specific program costs. The program’s data
collection system lacks a detailed description of the demographic
characteristics and employment barriers of those being served.

Labor’s proposal would expand data collection requirements but
does not ensure that uniform or adequate data would be collected
because, in our view, it is vague and open to interpretation. We be-
lieve that data on program participants should be collected in such
a way to permit the analysis of participants’ characteristics rela-
tive to the services received and employment outcomes. Such data
would allow program evaluators and managers to match the char-
acteristics of individual participants with, one, the kind of services
received including the number of hours and the skill training and
the skill level of the training they received, and, two the skill level
and occupation in which they were employed after leaving the pro-
gram. In our opinion, such data would provide information vital for
program management, congressional oversight, and performance
evaluation.

As the subcommittee and the Chairman debate proposals to
amend the JTPA, we recommend that Congress require that Labor
provide technical assistance to States for the development and im-
plementation of monitoring procedures that would detect waste,
fraud, and abuse within the program and also that Labor provide
definitive nolicy guidance to States and SDA's to clarify the regula-
tions.

Mr. Chairman, that concludes my statement, and we will be glad
to respond to your questions.

[The prepared statement of Franklin Frazier follows:]
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SUMMARY OF TESTIMONY BY FRANKLIN FRAZIER
ON AMFNDING THE JOB TRAINING PARTNERSHIP ACT

Our testimony highlights several issues related to the oversight
and implementation of the Job Training Partnership Act and the
extent they are addressed by a Department of Labor proposal to
amend JTPA. Our current work indicates that Labor and the states
have failed to address improper management praciices that are
consistently occurring within the program, leaving JTPA vulnerable
to waste, abuse,  and mismanagement. These practices relate to:

Administrative Costs -- Administrative costs wWwere not being
accurately reported at three-fourths of the service delivery areas
we visited. Had these costs been reported accurately, most of the
service delivery areas would have exceeded the statutory limit
placed on administrative spending by an average of 68 percent.

On-the~-Job Training -- All of the service delivery areas visited
that used on-the-job training entered into training contracts for
excessive periods. About 36 percent of the $690,000 in JTPA funds
spent on low-skill contracts was for excess training for jobs such
as dishwashaer, hotel maid, and car wash attendant.

Payments to Training Vendors -- Inadequate contract administration
at two-thirds of the service delivery areas we visited resulted in
payments to vendors that should not have been made.

We recommend that the Congress require Labor to provide the states
and service delivery areas with definitive policy guidance and
technical assistance on monitoring and a number of other matters.

Certain issues raised by our previous work remain current but are
not fully addressed by Labor's proposal, notably:

Targeting Services and Assessing Needs -- labor's proposal to
target the hard-to-serve may do little to change the mix of those
served because the program may already be meeting this
requirement. But its requirement that all program enrollees be
asseunsed and a training strategy be developed appears to be a
sound proposal that will likely enhance delivery of services.

Adult Competencies -- Labor's proposal would make adult
compatencies, such as obtaining basic and other skills, a
perforsance measure. Our view is that the principal measure of
adult traiiing programs has been and should continue to be,
quality job placements. Our concern is that the proposal could
lessen the incentive for training providers to seek gobs for adult
participants.

pDefinitions and Reporting Requirements -- Labor's proposal
establishes uniform definitions and expands reporting
requirements. We agree that definitions should be standardized
and reporting requiremente expanded. However, in our opinion,
labor's proposal falls short of enabling analysis of participant
characteristics relative to services received and outcomes.
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Mr. Chairman and Members of the Subcormittee:

We are pleased to be here today to assist in your deliberations on
amendiny the Job Training Partnership Act (JTPA). My testimony
will focus on two areas--first, program oversight issues devsloped
during our ongoing work, and sacond, program implementation issues
developed during previous efforts, including the extent to which

Labor's legislative proposal to overhaul JTPA addresses such
issues.

In summary, our ongoing work indicates a lack of sufficient
program oversight that has left JTPA vulnerable to waste, abuse,
and mismanagement. Questionable practices at the local level have
generally gone undetected. For example:

- Administrative expenditures not being accurately reported.
Had such costs been properly reported, many of the service
delivery areas (SDAs) we visited would have exceeded the
statutory limitation on administrative costs.

- on-the-job training (OJT) for excessive perlods.
Approximately 36 percent of the JTPA funds spent on OJT for
such jobs as dishwasher, hotel maid, and fast food worker’
was for excess training.

- Inappropriate payments to training providers, Payments made
to providers were not always in accordance with contract
conditions, Labor guidelines, or sound management practice.

Certain issues raised by our previous work remain current and are
addressed tc varying degrees by Labor‘'s proposal. For example:

- Targeting the hard-to-serve. JTPA does not target services
to any specific group and the targeting provisions in
Labor's proposal may do little to change the mix of those
served.

-- Asnsessing participant needs. Lahor's proposed requirement
that all program enrollees be assessed and a tra'ning
strategy be developed appears sound and should enhance
delivery of services.

- Other proposed changes to JTPA. We suggesi modifying
Labor's provisions relating to adult competencies, standard
definitions, and data collection.
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PROGRAM OVERSICHT ISSUES

puring our review of JTPA oversight responsibilities and
activities, we found that SDAs often followed practices that led
to program mismanagement and the waste and abuse of JTPA funds,
Such practices included the misclassification of administrative
costs, excessive periods of training under OJT contracts, and
other questionable contracting practices. These practices were
generally going undetected at the federal and state levels,
leading us to conciude that the program is vulnerable to waste,
abuse, and mismanagement.l

§hAs Are Circumventing Administrative Cost Lim. rakion

The majority of the SDAs we visited underreported administrative
expenditures, resulting not only in a misrepresentation of program
costs, but also a circumvention of the 15 percent statutory
limitation placed on administrative expenditures. Administrative
galaries are often reported as training costs, and other
administrative expenditures as participant support costs.? For
example, one SDA charged about $450,000 in administrative salaries
to training in program year 1989. Another charged about $280,000
to participant support in program years 1988 and 1989, including
guch costs as the salaries of the private industry council staff,
rent and office supplies, and staff travel to seminars.

On average, the nine SDAs underreported their administrative
expenditures by 38 percent. As illustrated in figure 1, the
amour.t of underriported admiristrative expenditures ranged from
apout H$o2.000 at one SDA (1J percent of actual administrative
costs) to about $456,000 (66 percent) at another.

lpurther details of our review can be found in exhibit I.

2Includes such services as transportation and child care that
enable participants to attend training.
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If the SDAs had accurately reported their administrative costs, we
estimate that seven of the nine SDAs underreporting such costs
would have exceeded the administrative cost limitation specitied
in the act by an average of 68 percent. As shown in figure 2, the
statutory limit would have peen exceeded by about 18 percent in one
instance and as much as 191 percent in another.
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Pigqure 2
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The extent to which SDAs exceed the limit on administrative costs
directly affacts the amount of funds available for training and
participant support services. Further, proper reporting of
administrative expenditures is important to maintain program
integrity.

EDAs Are Wasting Punds on Questionable On-the-Job Training
The 11 SDAs providing training under OJT contracts were wasting
scarce JTPA resources by (1) entering into lower skill OJT
contracts that exceeded Labor's suggested length of training, (2)
training individuals with significant work experience in the
occupations for which they were being trained, and (3) training
individuals already working for the OJT employer. Such practices,
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in effect, subsidize portions of an employer's salary and ¢raining
eXpenses.

Excessive training for lower skill jobs is a problem. About

73 parcent of the 558 lower skill OJT contracts we reviewed
provided for excessive periocds of training. For occupations with
training times up to 30 days, we noted examples of eXcess
traini. 7, such as a §5-~day OJT for a hotel maid, a 70-day OJT for
a kitchen helpsr, and a 129-day OJT for a car wash attendant. The
cost to JTPA for these lower skill OJT contracts was approximately
$690,000, of which about 36 parcent ($250,000) was for excess
training. On average, the OJT contracts exceeded Labor's
guidelines by 6 weeks. As shown in figure 3, the amount of excess
training ranged from 2 weeks at one SDA to 12 weeks at another.

Fiqure 3
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This is not a new problem. In September 1988, we testified before
the House Education and Labor Commit.tee3 that many OJT contracts
for lower skill jobs, such as dishwasher, housekeeper, and laundry
worker, allowed too much time for training compared with Labor's
suggested training time for these occupations. Labor later said
that it was considering legislative and/or regulatory options to
address this issue and stated that it expects "that the types of
lower skill OJT contracts identified in tha GAO report as prone to
excessive duration will gradually cease to exist."

We also found instances at nine of the SDAs we visited where OJT
contracts were used to train individuals whe already had
significant work experience in the jobs for whicl. they were being
trained. About a quarter of 386 sampled individuals for whom work
histories were available had at least 1 year of prior experience in
the field for which they were being trained. For example, one SDA
developed a 12-month OJT contract wi h an employer to train 2
participant as an oil burner technician; however, the participant
already had 5 years' experience in this job. Another SDA developed
a 4-month OJT contract to provide traininy as a delivery driver to
a participant with 5 years' experience as a delivery driver.

We also identified instances in which SDAs entered into an 0JT
contract with a company to train someone already employed by that
company. This practice., in effect, subsidizes portions of an
employer's salary and training expenses. Labor's Office of the
Inspector General recently questioned about $600,000 of costs
relating to this practice.

labor's legislative proposal would limit the length of OJT to the
amount of time gyenerally required to learn the job, but in no case
to exceed 6 months. In determining this length of time for CJT,
consideration would be given to "... recognized reference
naterials (such as the Dictionary of Occupational Titles), the

3J0b Training Partnership Act: Parti
outcomes (GAO/T-HRD-88-31, Sept. 29, 1988).
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content of the participant's training . . ." as well as a strategy
for providing needed participant services.

We believe that Labor's proposal is a step in the right direction
for praventing much of the excessive training we identified during
our review. However, care should be taken to assure that the
proposed 6~month ceiling does not become the norm. Further, when
detarmining the appropriateness of OJT, consideration should also
be givan to the participant's work experience and prior employment
with the OJT employer.

contract Administration Could Be Ysproved

Contract administration and monitoring practices were questionable
at two-thirds of the SDAs we visited. We noted the followiny
examples at these SDAs.

- Payuents were made to training vendors, not in accordance
with contract requirements. For example, as much as two-
thirds of the payments made to vendors by one SDA did not
comply with contract terms.

- Federal guidelines on providing partial payments to vendors
were ignored. For example, one SDA paid a vender about 80
percent of a $240,000 training contract for merely enrolling
clients--a practice not permitted by Labor's guidelines.

- Contracts were modified to allow paymeiit to vendors despite
their failure to meet performance requirements. For
example, one SDA extended placement periods in one contract
and reduced wage requirements in another contract to allow
vendors to receive payments to which they otherwise would
not have been entitled.

- Vendors were reimbursed for unsupported expenditures. For
example, one SDA paid a vendor about $530,000 without
verifying the accuracy of sutmitted expenditure reports.
The SDA later learned that the vendor had no financial
records to support these expenditures.

wWhile not all of these problems occurred at each SDA we visited,
they occurred often enough to indicate pervasive weaknesses in
local contracting practices that result in the waste of scarce
JTPA funds.
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Inadegquate Oversight and Monitoring Makes JTPA
Yulnerable to Waste. Abuge, and Mismanagement

JTPA program oversight and monitoring by federal, state, and local
agencies appear inadequate. The incidents of waste, abuse, and
aiszanagement that we identified during our review were going
undetected.

JTPA program monitoring varied substantially among the states,
vhich have the primary responsibility for overseeing JTPA
implementation. For example, one state we visited had not
performed any menitaring of its SDAs' financial management or
procurenment systems until pr:-jram year 1990--7 years after JTPA'S
implementation. On the other hand, another state spends about 4
veeks per year at each of its 26 SDAs assessing various SDA
activities, including cash management, cost classification, OJT,
and contractor monitoring. But, regardless of the extent ol
states' monitoring, they often failed to identify the improper
reporting of costs, questionable uses of OJT, and inadequate
procurement practices occurring at the SDAs we reviewed.

Although JTPA requires that each program be independently audited
at least every 2 years, such audits do not ensure that JTPA
programs were operating in accordance with applicable laws and
regulations. We found questionable practices being followed at
each of the 12 SDAs we visited, but only 3 of the resulting audit
reports noted deficiencies relating to JTPA waste, abuse, or
migmanagement.

Additionally, property management could be susceptible to abusive
practices. SDAs in five of the six states we reviewed did not have
adequate control over property inventory, yet no mention was made
of these weaknesses in the state monitoring reports.

Labor's oversight has been limiteda to providing broad policr

quidahco with little technical assistance and scrutiny of program

implementation. Labor, however, has recently indicated a need to

go beyond its current oversight and monitoring practices and has
8
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undertaken new initiatives aimed tt improving program integrity.
It hae initiated a eeries of epecial reviewe targeted to specific
areas of program vulnerability, including procurement and OJT.
Labor aleo has under coneideration recommendations to focus
federal review efforts on program quality, effectiveness, ana
outcomes and ie considering ehifting emphaeie away from etate
adnmin'etration and toward local program operatione. While these
initiatives appear to be a etep in the right direction, it is too
soon to determine whether they will reduce the progranm's
vulnerability to waete, abuee, and mismanagement.

FPROGRAM IMPLEMENTATION ISSUES
The reeults of our pravious efforts relate to some of the
provisione suggested by Labor, including

-- proper targeting of participants and sexvices,
- meaningful performance measures,

- coneietent definitions, and

- comprehensive and consistent data.

Exhibit II lists relevant GAO testimonies and reports.

Targeting Those Eligible for JTPA

We previously reported tlat the JTPA program does not target
reesources to any particular sub-group of eligibles, including

thoese Presumably most in need of training services?. These

include thoee with limited or no work experience, school dropouts,
velfare recipiente, m’ ‘oritiee, and female eingle parents with
depsndente. We reported that certain hard-to-eerve subgroups, such
ae dropoute, were lese likely to be eerved and received less
intensive training than subgroups better prepared to enter the
labor market without training.

4Job Training Partnershio Act: Services and Outcomes for
Participants With Differing Needs (GAO/HRD-89-52, June 9, 1989).
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) .
As currently written, JTPA is vague with respect to program -
targeting and refers simply to "those who could benefit from, and
2re most in nesd of" services. Labor's legislative propcsal would
provide specific guidance, requiring that at least 65 percent of
the adults served be (1) basic skills deficient, (2) school
dropouts, (3) welfare recipients, or (4) unemployed for the
‘previous 6 months or longer.

Data we previously collected on JTPA enabled us to selectively
compare Labor's proposal against what is actually occurring within
the program. While our data base does not include information on
the proportion of JTPA participants with basic skill deficiercies,
it does contain information on the other three Labor categories.
About 27 percent of adult JTPA participants were school dropouts,

24 percent were Aid to Families with Dependent Children recipients,
and 57 percent were unemployed for 6 months before enrollment in
the program.

Although Labor's proposal is aimed at enrolling more of the hard-
to-serve population into the program, it appears that the proposal
will result in little change. Overall, we estimate that about 71
percent of JTPA participants may have one or more of the targecing
characteristics specified in labor's proposal, thereby satisfying
the targeting requirement of 65 percent. Thus, it appears that the
program may already be meeting Labor's proposed targeting
requirements for adults, and that the proposal, as currently
drafted, would likely result in little change in those served by
JTPA.

Labor's proposal would require that participants have only one of
the four specified conditiuns. However, if the intent of the
proeposed targeting provisions is to place greater emphasis on
training hard-to-ssrve adults, a more effective approach might be
to concentrate on those facing more than one employment barrier.
As shown in table 1, for exarple, adults with two or more of the
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targeting characteristics specified in Labor's proposal make up
about 31 percent of the adult participants being served.

Table 1: Emphasis on Multiple Employment Barriers Could Improve
Adult Targeting

Dropout receiving AFDC 8%

Dropout with limited
work history 17%

AFDC recipient with limited
work histors 19%

Total with two or
more barriers 31%

Thus, the Congress might consider requiring that the program serve
a specific percentage of those with multiple barriers. 1If that
percentage were substantially above 31 percent for adults, one
could expect the program to better target the hard-to-serve in
future years.

with respect to youth, Labor's proposal requires that at least 50
percent of those served be out of school. our data show that 64
percent of youth participants are out of school and, thus, would
exceed Labor's requirement. Labor also proposes that 65 percent
of out~of-school youth be (1) hasic rkills deficient, (2) a school
dropout, or (3) pregnant or parenting. This requirement could
result in greater focus to those out of school who are dropouts or
single parents because we found that only about half of tha youth
participants have one of these two characteristicq.5

Assessing Needs apnd Services

While targeting specific portions of the eligible population for
enrollment in JTPA would ensure that particular groups are served,
thera is no guarantee that such individuals would receive

5Job Trainina Partnership Act: Youth Particivant Characteristics.
Services, and Qutcomes (GAO/HRD-90-46BR, Jan. 24, 1959%0).
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appropriate services once enrolled. For example, we noted in the
past that participants presumably in greater need of training on
average received less intensive training and were more likely to
receive only job search assistance. Dropouts, in particular,
rarely received remedial education, which they could be expected
to need.

Labor's proposal contains a requirement that the assistance needs
of participants be assessed when they enter the program. An
individual service strategy would then be designed, based on that
assessment, and participant progress against that plan would be
periodically reviewed. As we understand the proposal, if the
assessment indicates that a participant needs both basic education
and occupational skill training, those services would have to be
made available. The administration's proposal also eliminates the
practice of providing only job search assistance, unless the
assessment indicates that only this service is needed and such
assistance is unavailable from another agency, such as the
Employment Service.

In our opinion, this is a gound proposal that could correct
various shortcomings in the JTPA program. The required assessment
should aid in identifying participant educational and skill
deficiencies, whereas the service strategy would identify
participant employment goals and appropriate gervices for meeting
those goals. Such an approach should contribute significantly to
insuring that JTPA participants receive appropriate and career-
enhancing services.

Adult Competencies

One provision in Labor's proposal that !s of particular concern to
us is the inclusion of sdult competencies as a performance
indicator. According to Labor's proposal, adult competencies
include "the acquisition of skills, including basic skills,
required to promote continued employability in the local labor
market."®
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Basic and other skills can contribute significantly to an
individual's employability. However, we would caution that the
attainment of an adult competency ‘aight best be ccnsidered as a
means to an end--the end being a quality job placement--and not an
end itself. According to the act, the basic measure of JTPA
performance is “the increase in employment and earnings and
reductions in welfare dependency . . .* In our view, the
principal outcome msasure for adult training programs is and
should continue to be job plci~ements. Permitting the attainment
of competencies to be counted a- an acceptable outcome measure, in
lieu of placements, could discourage SDAs from giving participants
the training needed to achieve employability or could lessen their
incentive to aggressively seek job placements for such individuals.,
This was found to be a problem with regard to the use of
competencies in JTPA youth programs. To its credit, Labor's
proposal addresses these problems with respect to youth by
requiring that certain youth competencies be combined with other
services designed to improve participant basic or occupational
skills.

sinifoxn Definitions

A peresistent shortconing of the JTPA program has been the lack of
sufficient and consistent data. On a number of occasions we noted
that a lack of specific definitions in JTPA has led to a problem
with consistency in Labor's data collection efforts. For example,
there are indicaticns that some local programs may not record
individuals receiving only job search assistance as program
participants until after they have been placed in a job, thus
increasing the percentage of participants placed.

According to Labor officials, a forthcoming modification to their
legisiative proposal will address the problem of specificity and
consiatency by providing uniform definitions of the terms
"participant" and "termination." We have provided specific
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suggestions for these terms in previous testimony before the House
Education and Labor Committee.®

Zxpanded Reporting Requirements

We believe that the Subcommittes's deliberations on amending JTPA
provide an excellent opportunity to address an issue that we view
as a long-standing weakness of JTPA--the lack of comprehensive data
on participant characteristics, enrvllment activities, program
outcomes, and specific program costs. The program's data
collection system lacks a detailed description of the demographic
characteristics and employment barrieras of those being served and
hence the likelihood of participant= succeeding in the labor
market.

Labor's proposal would expand data collection requirements, but
does not ensure that uniform or adequate data would be collected
because, in our view, it is vague and open to interpretation. We
believe that data on program participants should be collected in
such a way as to permit the analysis of participant
characteristics relative to services received and employment
outcomes. Such data would allow program evaluators and managers
to match the characteristics of individual participants with (1)
the kind of services received, including the number of hours and
skill level of training, and (2) the skill level of accupations in
which they are employed, if any, after leaving the program. In our
opinion, such data would provide information vital for program
management, congressional oversight, and performance evaluation.

CONCXUSIONS AND RECOMMENDATIONS

JTPA, the nation's premier job training effort for the
economically disadvantaged, has been relatively successful
measured by established performance standards. However, there is
significant room for improvement. In our view, Labor's
legislative proposal is a step in the right direction,

SJob Training Partners :
Amendnente of 1989 (GAO/T-HRD-82-32, June 29, 1989).
14
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particularly as it applies to assessing participant training needs
and designing appropriate training strategies, minimizing the sole
use of job search assistance, and providing more definitive
guidance on the length of OJT.

As currently drafted, some changes suggested by Labor are already
being met by the program, while other issues are not addressed.
Labor's proposed requirsments to target the hard-to-serve are now
being met, and thus would result in little change in who is served.
Further, in our opinion, Labor's proposal to add adult competencies
as a performance standard will undermine one of the basic purposes
of the program--an increase in participants' employment and
earnings. We also feel that standard definitions of some terms and
an expansion of program data collection are needed.

An issue largely ignored by Labor's proposal is program oversight.
Improper mahagement practices are, for the most part, going
undetected, leaving JTPA vulnerable to waste, abuse, and
mismanagement.

As the Subcommittee and the Congress debate proposals to amend
JTPA, we recommend they consider the issues we have outlined.
Moreover, to reduce JTPA's potential for waste, abuse, and
mismanagement and to limit the questionable practices now
occurring at the local level, we recommend that Congress require
that Labor

- provide technical assistance to states for the development
and implementation of monitoring procedures that would
detect waste, fraud, and abuse within the program and

- provide definitive policy guidance to the states and SDAs to
clarify regulations for

o accounting for and reporting administrative costs to
accurately reflect program expenditures:

o developing OJT contracts that appropriately reflect the
job requirements as well as the individual's work
experience;

15
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o maintaining adequate controi over property purchased with
JTPA funds to ensure that it is used for its intended
purposes; and .

o monitoring service providers to ensure that incidents of
wvaste and abuse are detected and corrective action taken.

Mr. Chairman, that concludes my prepared statement. I will be
happy to answer any questions you or other members of the
Subcommittee may have.

16
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EXHIBIT I EXHIBIT I
OBJECTIVES, iCOPE, AND METHODOLOGY

The Chairmen of the Senate Committee on Labor and Human Resources
and its Subcommittee on Employment and Productivity, as well as the
House Commitiee on Education and Labor and its Subcommittee on
Exployment Opportunities, have asked GAO to assess (1) JTPA's
vulnerability to waste, abuse, and mismanagement and (2) the
adequacy of federal, state, and local program oversight and
monitoring to prevent and detect such practices.

We concentrated our efforts at the three levels responsible for
overseeing and administering JTPA--the federal, state, and local
program lavels. At the federal and gtate lavels, we focused on
the agencies' roles and responsibilities, and the procedures they
followed to ensure that the program was being carried out in
accordance with the law and implementing regulations. At the
local level, we concentrated on SDAs' procurement and financial
management practices and procedures,

We carried out our work in two Labor regions--Region I (Boston)

and Region V (Chicago)=--and in three states in each region. 1In
kigion I, we included Connecticut, Massachusetts, and Rhode

Island. 1In Region V, we visited Illinois, Michigan, and Ohio. We
included 12 SDAs in our review--2 in each state we visited. This
review was aimed at assessing overall program vulnerability as well
as the adequacy of monitoring systems. Therefore, we selected SDAs
from among those in the states visited that appeared to be more or
less representative of SDAs programwide. To eliminate potential
bias in our results, we excluded those SDAs where previous reviews
may have revealed managerial and operational weaknesses (e.g.,
those previously examined by Labor's Inspector General and those
recently visited by Labor). Our work was carried out from January
to November 1990.
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EXHIBIT II EXHIBIT II

RELATED GAQ PRODUCTS

s ¥
Services, and Qutcomes (GRJ/HRD-90-46BR, Jan. 24, 1990).

Job_Training Partnorship Act: Information on Txaining, Placements,
and Wages of Male and Female Participants (GAO/HRD~89-152BR, Sept.
12, 1989).

Anendments of 1989 (GAO/T-HRD-89-32, June 29, 1989).

Job Training Partnership Act: Services and O.tcomes for
Participants With Differing Needs (GAO/HRD-89-52, June 9, 1989).

4 . N

Amendments of 1989 (GAO/T-HRD-89-18, May 11, 1989).
Job T P :

(GAO/T-HRD-88-31, Sept. 29, 1988).

Youth Job Training: P

Competencies, (GAO/HRD-87-33, Feb. 11, 1987).

H Collection Efforts and Needs
(HRD-86-69, Mar. 31, 1986).
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Chairman PerxiNs. Thank you very much, Mr. Frazier.

At this time, I would like to turn to our distinguished ranking
member, who I am sure has a number of questions for both of the
panelists of inspirational quality, and I am sure that we are all
looking forward to hearing what Mr. Gunderson is going to ask of
you today.

Mr. Gunderson.

Mr. GunpERsoN. With that, I yield back the balance of my time.

Thank you, Mr. Chairman.

Gentlemen, as I listen to you, I am not sure that we don’t have
an irreconcilable philosophical difference. It seems to me you are
trying to judge a unique Federal program by typical Federal stand-
ards, typical Federal regulations, typical Federal reporting require-
ments, et cetera. This program is very different. I don’t know how
we reconcile the flexibility that I think is the hallmark of this pro-
gram with the preciseness of your rules, regulations, and reporting
requirements that you advocate.

ny comments?

Mr. De LA Rosa. I would lik« to comment, and I believe my asso-
ciate would like to also.

If I might begin by saying, first of all, that I have been the In-
spector General for approximately 8 months now, and many of the
concerns that you have articulated were asked in the course of my
own familiarization with OIG responsibilities in programs that we
have oversight of, such as JTPA. Very early upon assuming my re-
sponsibilities, I took a stand that I would not decide what the
issues were, but that I would let the issues determine themselves:
in the sense, I would let the issues drive what we do.

I think it is clear from the information we have provided in our
testimony today, from the comments that we will make in response
to your questions, as well as from the numerous semiannual re-
ports that we have furnished, that it is our perception that there
are problems in the JTPA program. We are not contending that
the program should be abolished nor that there should be any
major changes in what is going on; but we are tasked with the re-
sponsibility of accounting to the Congress, to the Secretary, and to
the public through these various media, of what our views are as to
how efticiently and effectively the program is operating and how
well it is performing its stated responsibilities. There are several
areas that we have commented on today that we believe, very
strongly, need improvement.

We have been in constant discussion with ETA, with Mr. Jones,
and with the Secretary as to our views, and. in fact, much of the
results of our inquiries—our investigation on the criminal side, and
our audits—come from working with ETA itself. We have a limited
size staff that can spend only a portion of i's time in the JTPA pro-
gram alone. ETA has a staff that spends ail of its time in the JTPA
program, and much of our work and our analysis is based on their
findings as well as our own findings and our work with them.

I don’t believe we are judging the worthiness of the program.
Rather, we are telling you our view of the effectiveness of the pro-
gram. We are explaining to you how we have come to our view of
the effectiveness and the efficiency of the JTPA program, and I be-
lieve our semiannual reports accurately describe what abuses we
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have detected, whether they ar¢ criminal or administrative, and
where the weaknesses are. We are more than willing to work with
your staff, this committee, witn ETA, and the Secretary to try and
improve the program.

It is a roundabout way of building a watch, I guess, but I would
like to emphasize that we are not saying that the program needs to
be abolished or should be merged into some other prcgram. We
think—and I have stated in my testimony—that it is a good pro-
gram, it has potential, it does have some very significant successes,
but we also see many areas that we are very concerned about. We
see some substantial weaknesses, and we see some substantial
abuses that should be corrected if it is going to be the program that
I hear you saying you want it to be and believe it is.

Mr. GUuNDERSON. [ want to get to you, Mr. Frazier, but let me
continue with Mr. De La Rosa for a moment. Isn’t there an inher-
ent philosophical difference between you and those of us in the
Congress and those in the administration simply by virtue of our
different attitudes toward the OMB circulars? You believe that
they ought to be used as the guidelines and the process for evaluat-
ing the program, and we, frankly, say applying the circulars to a
Federal-gtate-local program driven to the local level like this
doesn’t work. So there is a difference in philosophy, and I have no
probiem with a difference in philoscphy if we admit from the start
that is exactly what we have got.

Mr. DE LA Rosa. No, I won’t admit that from the start, for this
reason. Let me see if I can work through it, and then I would like
for Mr. Peterson to comment.

First of all, what we are dealing with here ic that we have to
evaluate a program by some criteria. The question of criteria is one
of the things that those who are involved in the program—the
SDAs, the PIC representatives, and ETA-—debate about. They say
to the OIG, well, you are evaluating this program based on—what-
ever it is, the GAAP, or other procedures that auditors tend to
use—when these criteria are not required, because it has been de-
clared that JTPA is to be treated as a biock grant. Yet we, the
OIG, have a responsibility to you, the Congress, to audit the JTPA
program. We come to you ancg, ask, is this vhat you intended, that
JTPA should be treated as a block grant? Aad it is our understand-
ing that there was an initial communication saying no, that is not
what was intended, yet it was so declared by the administration.

So we have a conflicting view already built in. We have an inter-
pretation that it was not congressional intent that JTPA be a block
grant, but we have a ruling by OMB some years ago that portions
of it, at least, should be a block grant. Yet we have to go out and
audit JTPA and present the results of our findings to you, and we
have to be able to measure it by some standerd

The most common complaint that I have heard from the States
and the SDAs during my short tenure is that they don't hove any

uidelines to work with because of the absei:ce of a clear definition.
n our case, we propose the OMB circulars. Perhaps the legislation
would provide adequate guidelines. Since we audit back years, au-
ditees prepare for our audit based on other audits that we have
dene and not on some established criteria.

Mr. GUuNDERsON. If you were them, wouldn’t you do the same?
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The complaint I get is not that there is a lack of Federal direc-
tion and standards, the complaint is that, frankly, your audits are
using standards that have not been developed and approved by the
Federal Government, and so they don’t know what level of stand-
ards you are goiiig to use. Is there a common guideline and set of
procedures that are used for audits of SDA’s?

Mr. DE LA Rosa. I will let my expert respond.

Mr. GUNDERSON. Sure.

Mr. PETERSON. Yes, there is.

Mr. GunDERsON. Is that published so people know the test and
the standard by which they are going to be judged?

Mr. PEiERSON. Most of our audits are very different, so we pub-
lish different guidance each time we do an audit. That is to say, we
don’t have a stamped-out audit guide that says, ‘“This is the audit
of JTPA.” Most of them are unique to the location that we happen
to be in at that poiiit in time.

We do prepare individual audit guides, and there is an audit
guide prepared for each engagement, but [ can’t say that there is a
stamped-out audit guide.

Mr. GunDpERsSON. Do they get that ahead of time?

Mr. PeTtersoN. They do not get that ahead of time, although I
certainly would have no objections to them having it ahead of time.
It is not something that we normally give out abead of time, no.

Mr. GUNDERSON. Put yourself in their position. If you have estab-
lished that the goal is common: similar delivery of program,
common set of standards nationwide, which I don’t think is the
intent of the Federal legislation at all, but let’s assume that that is
the basis by which you are going to go out and judge these--—-

Mr. PETERSON. That is a bad assumption.

Mr. GunpersoN. Well, then, shouldn’t they at least know what
that is going to be? I mean shouldn’t you at least publish in the
Federal Reguster the normal standards that would be used to audit
and judge an SDA?

Mr. PerersoN. That is absolutely a bad assumption. As I said
before, we don’t have a stamped-out criterion by which to measure
this program. We refer back to the law, and most all of the prob-
lems that have been identified in the program refer back to the
law itself—that is to say, either a cost limitation kind of problem
or a targeting type problem. So the criterion that we are using is a
criterion that is afforded by the law.

If I could just comment, though, on the circulars for a second.
The circulars were issued a couple of years back as embodying the
Federal-State relationship in terms of New Federalism. So I am not
at all sure—I assume there that the flexibility that you speak of is
built into those circulars. At least that is how it was presented.

We don’t think that suggesting that the circulars be applied to
this program reduces the flexibility beyond the New Federalism
standard. In fact, we don’t think it limits flexibility in any way,
shape, or form. It really only talks to how you account for your
flexibility, your accounting to the t wxpayer for the flexibility that
the taxpayer has given you. So from an Inspector General perspec-
tive, we don’t think that the circulars, designed within the context
<f)f New Federalism, would reduce this flexibility in any shape or
orm.

b7
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er. GUNDERSON. New Federalism, sir, is a Federal-State partner-
ship.

Mr. PeETERSON. I understand.

Mr. GunnersoN. What we are talking about here is primarily a
local delivery system, of which the Federal and State Governments
happen to be partners. You can’t have a stardard between the Fed-
eral Government and States that you us: to judge what is happen-
ing over here at the local.

Mr. PETERSON. I agree with you. If you don’t want a partnership,
that is absolutely true, but this——

Mr. GUNDERSON. We aren’t suggesting we don’t want a partner-
ship, sir. Nobody is suggesting that at all. What I am suggesting is
that I think we ought to admit we have a philosophical difference.
There are over 600 SDA’s in this country. You are not willing to
say that there ought to be a uniform standard by which you go out
and audit them, and yet you are going to hold them all accounta-
ble. Accountable to what? Put vourself in their position.

Mr. PETERSON. What we are suggesting is that the circulars were
designed for that very purpose. The circulars are designed to ac-
count fer your flexibility.

eer}; GunDERsSON. The circulars are Federal-State; you just admit-
ted that.

Let me go to Mr. Frazier, because I think this gets at the prob-
lem on the other side.

Mr. Frazier, you said the primary judgment of the success of an
SDA or a JTPK program should be job placement, did you not, in
your testimony?

Mr. Frazier. That is correct. We believe that the job placement
for the adult portion particularly should be kept as the——

Mr. GUNDERSON. If the primary judgement by us here in Wash-
ington is going to be jog lacement, then why shouldn’t they
“cream?” If I were running tﬂat program at the local level and you
told me your nuniber one judgment factor was going to be how
many people I placed in work as to whether I was a success or fail-
ure, I would have one goal: Get participants a job, and choose
people you can get a job as fast as possible, that is what I would do.

Now we can’t sit here and say, on the one hand, “We are mad at
you because you are ‘creaming,’ ” and, on the other hand, “We are
mad at you because”——

Mr. Frazier. Yes. Congressman Gunderson, I would like to make
it clear that we believe that this is a great program, and we think
it is a very successful program. It is really the country’s premier.
and might be the only, “second chance” program, but it is oniy
reaching 5 percent of the population that it should reach.

Now if we start ‘“creaming”’—that is, allowing people to get into
the program that would have been employed anyway or have a
very good chance of getting a job without JTPA’s help—then we
have eroded the already low 5 percent, and that is the reason we
think we ought to try to do it.

Mr. GunpeERsoN. I don’t support “creaming,” don’t get me wrong,
I am just saying that we are sending very different signals, and I
think we have to understand what the mission of JTPA is. When
you talk about second chance, we might be also in the second phase
of JTPA. The first phase may have dealt with that constituency
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out there that was most easily placed, but I don’t think there is
any doubt that we are dealing with a much more difficult-to-serve
population today, whether it be in the inner city or in the rural
areas, and this begins to get at some of the other difficulties when
you talk about administrative costs.

I am not sure when I look at your graph where all seven SDA’s, I
think it was, exceeded their administrative cost caps. The message
that tells me is, unfortunately, exactly what every one of my SDA's
has been telling me, and that is that the administrative costs are
too lc .v, because this is clearly a capital intensive, people led pro-
gram,

Mr. Frazier. It may very well be, Congressman Gunderson, that
the administrative cost is too low, but what we are saying is that if
that is the case, then perhaps the Department of Labor or others
need to look at it and then set some—or the Congress may want to
set an administrative goal that is higher, but right now, as the pro-
gram is out there, we are forcing people to do strange things, I
would say, to get around the administrative cap, and when we do
that, we ought to do something to either raise the limit or deter-
mine that the limit is right where it is now and then force people
to do it. We didn't take a position that says that you ought to keep
it at that particular point, we jusi wanted to point out to you how
much it is out of control at the moment.

Mr. GunpeRsoN. Have either of you had the chani: to review the
administration draft?

Mr. Frazier, The administration’s draft, the draft bill? Yes, sir, I
looked at it very quickly last night.

Mr. DE LA Rosa. We have seen a draft; I don’t know if we have
seen the final draft.

Mr. Frazier. I don’t know if we have seen the final either.

Mr. GunpEeRsoN. I haven't seen a final either.

Mr. DE LA Rosa. I would like to add to my associate’s comments.
We haven't said that the administrative costs shouldn’t be raised,
and I think one of the areas of discussior. was within the Depart-
ment of Labor that the cost perhaps shouiu be raised, but we have
to measure by what we are given to measure with, and the stand-
ards we are given to measure with, and that is what we are report-
ing on in our audits and investigations,

If the Congress and the administration choose to change it by the
legislative process and give us those guidelines to work with, that
is what we will work with, With regard to the administrative costs,
we will comment, as we are obliged to do under our responsibil-
ities, as to whether it is an effective increase or not and what the
problems are that we would project should they go too high. We
would probably make a comment to you or offer our suggestions
that, if they are too high, are you really accomplishing what you
want to do in training people? If there is a reasonable higher level,
with all of the factors considered, then certainly that is something
we would have to consider and work with once it is established.

Mr. GUuNDERSON. Here is at least what I need from you all, and
you are obviously intelligent people who are experts in the pro-
gram. I think you all will agree that the Congress intends, and I
think the administration intends, for JTPA to be very different in
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both its function and its administration than most typical Federal
programs. This is a unique program.

Now I will be the first to admit that there are some areas of tkis
country where this local flexibility has been utilized to abuse the
program—no question about it. I think I can proudly say that it is
not in my congressional district, and, watch tomorrow, somebody
will find that it is. But what we need from you is a specific kind of
input: how do we make this program work based on what our
intent and structure is?

In other words, we need answers from you. If the administrative
costs are unrealistic, what in this kind of a program would be a
proper administrative cost? If we do not have adequate data, how
do we obtain data without remaking this a typical Federal program
where you have all the strict rules, regulations, and paperwork
driven from up here? Because if that is what we need to do to get
the data, then I don’t want the data; it is that simple. I am not
going to sacrifice flexibility and the uniqueness to serve a local
area simply to make us at the Federal level have a let of numbers
that make us feel good.

When we are talking about adequate documentation of expense,
when we are talking about serving the proper population and ade-
quate definitions of success, if we have to develop a new set of
standards to do that, that is where we need your expertise, and I
would really hope, between now and the time this process moves
legislatively to its completion, that that is the kind of input we can
get from you that, in all due respect, I think has been lacking in
the documentation you have given us vo date.

Mr. DE LA Rosa. May I respond?

Mr. GUNDERSON. Sure.

Mr. DE LA Rosa. I would agree with much of what you say that,
where we are in a position to offer suggestions based on the exper-
tise of our auditors and investigators, certainly we do that and we
make the comments to the administration, to the Secretary, and to
you in various formats, either in our semiannual reports, in the
context of meetings such as we have with staffs, and in hearings
such as this.

Sometimes there is a misunderstanding as to the process itself.
As an example, I heard your concern with regard to a particular
finding on the part of our auditors that seemed to be excessively
high and yet was ultimately settled at a very low figure. I would
like to see if we could explain that to clarify what figures are in-
volved and how they were arrived at, and, if I may, I will let Mr.
Peterson treat that particular issue.

Mr. GUNDERSON. Sure.

Mr. PETeErsoN. Yes. We talk about the Oregon audit, and I think
some of the figures there may have been somewhat misleading.
That report was issued on September 27, 1988. OIG questioned
JTPA profits of $4,205,666. This is the total of the OIG questioned
cost. In addition, OIG recommended that ETA require reclassifica-
tion of $53.8 million of reported training expenditures to the proper
JTPA cost categories because it had not been costed out to the
proper categories.

Of the $4.2 million questioned by OIG, ETA made_the following
determination: They disallowed $4.1 million of program profits re-
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tained by the district program operators, which represents about 99
percent of the total amount questioned in the report.

In addition, ETA determined that the use of the fixed unit price
contracts for the purpose of charging all costs to the training cost
categories was improper and the amounts thereby improperly clas-
sified as training costs are hereby finally disallowed. So it was ETA
that disallowed the $53.8 million.

Mr. GUNDERSON. Was the simple reason for disallowances they
were improperly classified?

Mr. PETERSON. That is correct.

Mr. GunbpERSON. That is not fraud.

Mr. PeTERSON. That is not fraud, but what I am trying to point
out to you is that the audit did not put $53.8 million into question.
We questioned $4.2 million, and $4.1 million was ultimately disal-
lowed by ETA. The $53.8 million was ETA disallowing because it
had been improperly classified.

Eventually, the State provided documentation to show that $11.8
million of the $53.8 million was properly classified, and at that
point in time ETA ruled that the remaining $39.8 million should be
further reclassified.

Mr. GuNDERSON. We must be dealing with different reports. The
report in front of me says that $5.9 million in profits were acknowl-
edged by the Staie; ETA allowed $2.6 million as having been spent
on JTPA activity, $1.6 million to be reprogrammed, and required
$1.7 million to be remitted. How do those numbers and yours rec-
oncile—they are quite different.

Mr. DE LA Rosa. I can't see the semiannual report you are read-
ing from.

Mr. GUNDERSON. April 1 to September 30, 1990. Is this different?

Mr. PeTERSON. Yes. What you have done is, you have jumped
ahead of me. What I was trying to give you is the full history of
the report, okay? But the $53.9 million which was al.eged earlier to
have been questioned by OIG is not true. There was never $53.9
million or $53.8 million questioned by the Inspector General's
office. That is what I am trying to point out, sir.

Mr. D La Rosa. You obviously have a concern, with that semi-
annual report, and we will be happy to resolve that with your staff.
Mr.hPeterson is also reading from what should have been published
in there.

My point in raising this was that quite often—and I believe the
Secretary alluded to this earlier—reports are issued questioning
amounts of money. When the final resolution, that is, the dealings
with ETA and the dealings with the SDA and the other entities are
concluded, there may be a much lower amount or maybe even the
entire amount is justified. Somewhere between the questions raised
by the auditors, whether they are GAO or OIG auditors, there is
continuing discussion and resolution.

It is myv limited experience, in the few months I have been here,
that quite often the auditors have to go back to ETA personnel
saying, “Here is what we are questioning,” because they can't re-
solve it either because of the absence of enough information or
questionable rules and regulations, such as the absence of circulars
and things of that nat'ire, and ETA has to make a ruling, then
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come back and notify us as to what their final determination is or
work out with the SDA the problem and then notify us.

So there are large sums, and quite often we are accused of
saying, ‘Oh, my God, the Inspector General says there is $100 mil-
lion”—speaking hypothetically—“that is in question here.” It
might be and it migh. be a much lesser sum resolved at some
point.

Mr. GUNDERSON. I appreciate your commitment to correct utiliza-
tion of numbers and points, but your statement here today on page
seven says that another 60 percent of all JTPA placements had
been made with employers who would have hired and trained the
participants without JTPA ever coming into the picture.

Now let me rer ! to you from your report number one, Office of
the Audit, on JTPA, where it says, “On the other hand, about 67
percent of the employers who provide work experience and train-
ing replied that they would not have hired the participant without
the subsidy.” Now tKose numbers don’t jibe.

Mr. DE La Rosa. They don't jibe reading them in this context. I
would like to see them side by side, and I would furnish a response
for the record after I have had an opportunity to review that docu-
ment.

Mr. PETERSON. The 60 percent applies only to OJT.

M. “UNDERSON. That is right. It does apply only to OJT, but
here whe.. 2u are doing is, you are saying all of JTPA. That is a
big difference. I mean if we audited you in the same standard that
you are auditing all these SDA’s, you would be in big trouble.

Mr. PETERSON, If it was not qualified, it should have been.

Mr. GUNDERSON. But, you see, this is tne point I am trying to
make with you all. I have an SDA back hnme right now that found
out 2 months ago that at the end of th:i: month 4,000 people are
going to lose their jobs. They are trying their damndest to figure
out how to put together an education and training infrastructure
to meet that kind of responsibility. I would say Wisconsin has the
best post-secondary voc-ed program in the country, and we still are
not able to do it. We have been able to obtain the discretionary
funds from the Secretary. These people are meeting on a weekly
basis, trying to meet the immediate needs of those 3,400 people
who are going to look for work again, and then you come in with
this kind of stuff and tell them, “We have just done an audit on
what you did back there in 1991, and you didn’t classify everything
in the right category.” I mean you are losing the whole focus of the
mission and intent of this purpose, and if we get nothing else done
today, I hope we can get that message to you.

Mr. PETERSON. Sir, what does the Congress mean when you say
that 70 percent of this should be spent on training? Do you intend
that they should not classify those funds so that you know that the
70 percent is spent on training and that the admin is restricted to
a certain percentage? I am not following you. Are you suggesting
that they shouldn’t classify those costs correctly?

Mr. GUNDERSON. What I am asking you to do is, if you are going
to set up categories under which you are going to audit people,
then, for God’s sake, publish what those categories are so that tgey
can know the standards by which they are going to be held ac-
countable.
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What I am asking you to do for this committeec and the Congress
is, if on the basis of your audits you find out that the percentages
that we have allocated for training versus administration are unre-
alistic because in the kind of programs we are trying to set up the
administration needs to be higher, as the GAO study says, then
come and tell us that our numbers are unrealistic in the real world
so we can change them in the authorizing language. That is what I
am asking.

Thank you, Mr. Chairman. I have used up more time than I
should have.

Chairman PerkiNs. More than 5 minutes. I appreciate Mr. Gun-
derson for all those illuminating remarks. As I promised you, he
was a good show indeed.

I would now like to ask if our distinguished colleague from New
Jersey is ready to equal the display.

Mr. ANDREWS. I would like to reserve three hours.

First of all, I want to echo something Mr. Gunderson said. I
think we ought to rethink the statutory language to whom this
grogram is directed. It is really not an issue for audit consideration

ut for us in the policy process.

Yes, we want to help those who have significant barrers to em-
ployment, but you are right that barriers to employment can very
well affect people who have had a job, who have skills, who have
an education, but the market changes on them very rapidly, and if
the local government, if the service delivery area, does what
common sense would say it ought to dv, which is to help those
people, it seems to me they ought not to be penalized for that, and
we ought to create a more clear legislative authorization for them
to help people in that situation.

The question I have goes to the “creaming” issue as well, and the
question is, is it technically possible to create an evaluation scale
that takes into account what I referred to earlier this afternoon as
a difficulty factor? Is it possible to evaluate the performance of an
SDA by saying that you get more points or a more heavily weight-
ed average for placing someone who is less skilled, less educated,
more historically difficult to place than someone who is?

It strikes me that when we just talk about flat placement per-
centages we are really not being very illuminating, because certain
people are much easier to place than other people. Is it possible for
one of your agencies to design such criteria that would make
sense? And, if so, what would those criteria look like?

Mr. Frazier. I would say, Congressman Andrews, that if I under-
stand what you are saying, you are looking for a performance-
based thing for the allocation of the funds.

Mr. ANDREwS. Yes, and 1 am also looking for criteria which
could objectively evaluate that performance, given the relative dif-
ficulties in placing different kinds of people.

Mr. FrAzIER. Yes. I am not certain that I know an answer that
can say to you that we could objectively do that. I don’t know. I am
not aware of any studies that have done that.

Mr. NiLseN. Nothing specifically has been proposed, but the kind
of indicator I think I understand you’re talking about—in a report
we issued in June of 1989, we talked about pecple who were less
and more job ready, and we created a scale using data that was col-
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lected already by the local SDA’s to determine whether or not
people were more or less likely to have difficulty in the work force.
You could look at this report and analogous kinds of measures
could be proposed.

Mr. ANDREwS. It strikes me that one of the strengths of this pro-
gram is that there is a fair measure of local control, and decisions
are made by people who are actually in the labor market as em-
ployers and as educators and local officials and that that is a good
thing, that tends to make sense, but the natural next step off that
is, the better the job you do at delivering the services and placing
your participants, the more money you ought to get, the better you
ought to do. But I understand that to do that you need a fair and
objective measure of what you have to do.

I represent the city of Camden, New Jersey, which has an econo-
my that looks more like the Third World than it does an industrial-
ized country, and to say to a service delivery grantee in Camden,
New Jersey, that they are going to be evaluated on the same basis
as someone in Morris County, New Jersey, which is a very affluent
area in the northern part of the State, is not right.

By the same token, I don’t think that the local government offi-
cials in Camden, New dJersey, should think that they are going to
get their niece of the JTPA pie year after year after year, regard-
less of how efficiently they adininister that money and regardless
of how well they do in placing people in jobs.

What I am asking you to think about, not on the spot but, you
know, within the next two to three minutes—what I am asking you
to think about is whether or not we could develop criteria which
would fairly take into account our legitimate demand that local
grantees perform and their legitimate point that they can’t all be
measured on the same scale, Is that possible?

Mr. Frazier. We in the GAO do have a technical group that
looks at the allocation formula, because that is how I understand
your question, really.

Mr. ANDREwS. Yes.

Mr. Frazier. And I don’t have an answer for you this afternoon
about the allocation formula, but I will raise that with my group,
or the special group that looks at the different formula grants, and
I will have them contact your staff to talk about that.

Mr. ANpREwsS. I would appreciate that.

The second and final question I have is about integration of the
JOBS program and the ongoing activities of JTPA. What would
you identify, any of you, as the most significant risks that we
should be looking out for in terms of program redundancy, overlap,
and miscommunication? How can we avoid those risks? And what
would you suggest as the optimal local administrative structure for
service delivery?

Let me say what I mean by that. If I understand it correctly, the
wa[\;elocal people are telling me, the local welfare agency is likely
to be the lead agency in jobs administration, that AFDC recipients,
and I assume some others, will have their case managed and their
placement process in the first instance managed by a welfare case-
worker, which will then tie into the JTPA system at some other
point in the process.
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That doesn’t make much sense to me, that we are going to dupli-
cate the effort, we are going to have a welfare recipient deal with
at least two local bureaucracies to get hooked up with this. What
can we do to avoid that? How can we make sure that the best as-
pects of JTPA are used and not duplicated by the JOBS program?

Mr. NiLseN. Congressman, we share your concern and, in fact,
we are starting some work now looking specifically at that ques-
tion. We have developed quite a bit of experience in the JTPA, the
employment service, and we are looking into the JOBS program
also.

About 2 years ago, we issued a report that found over 43 federal-
ly supported programs providing training to out-of-school youths
and adults, and these were administered by six different Federal
agencies. So we agree that there are some guestions there that
need to be looked into, but right now we don’t have any answers
for you.

Mr. ANDREWS. Some fairly cynical person back home suggested
to me that the welfare recipient who goes through this process
would have excellent job training to become a Federal lobbyist, be-
cause they would have to deal with six or seven different Federal
agencies by the time they got to the end of the process and could
come down here and interact very effectively.

Mr. NiLseN. I would like to make one other comment about your
earlier question, the extent to which certain areas, if I understand
your question, may be overserved in a sense relative to other areas.

I think right now, with the funding levels of the JTPA, you are
still only serving 5 percent of the eligible population. I think
within the local areas there are more than adequate populations
who need to be served by the program.

Mr. ANDREWS. Let me just close with one question, and this will
be the last question. I do not advocate this idea, it was suggested to
me, and I would like to hear any of you react as to why you think
it might be a bad idea. What if we were to have a different job
training track which said to those in the private sector this: “If you
take a person who is JTPA eligible and train and place that person
at your expense, and the person holds the job for a minimum
period that you define—12 months, 18 months, 24 months—you, as
the private sector contractor, get to keep 50 percent of the Federal
income tax revenues that person pays for the next 2 years?” What
is wrong with that idea?

Mr. PeTersoN. I think we already have it in TJTC, don’t we? I
mean the Targeted Job Tax Credit program is very much just what
you have said. So I think we already have one of those.

Mr. ANDREWS. Should a PIC have the authority to issue such a
contract?

Mr. Frazigr. To issue it for the IRS?

Mr. ANpRrews. To issue it for a private job placement vendor who
would step in and take that risk. If the person doesn’t get a job,
you don’t get paid.

Mr. PETERSON. Again, if that is being coordinated properly, the
would have that—I believe they would have that right now. I thin
the certification would have to be done by the employment service,
but the PIC could certainly cause that to happen as of today.
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hM;. ANDREWS. Except the 13—that is the kicker. Any reaction to
that’

Mr. DE La Rosa. I would agree with my associate on that. I
would want to think about that a little further, though, and com-
ment, possibly for the record. There is a lot of consideration in-
volved in that.

You opened the window, though, that I want to stick my OMB
circular back into, and that is——

Mr. ANDREWS. I'm not quite sure how to respond to that.

Mr. GunDERSON. I'd close the window.

[Laughter.]

Mr. ANDREWS. It gives a whole new meaning the word “pane,” I
guess.

Mr. DE LA Rosa. Mr. Gunderson is determined against it. Can I
have that question back?

You talked about the linkage, and one of the things that we com-
mented on in the statement for the record is the fact that HHS has
decided to apply the OMB circulars to the JOBS program, which is
going to have linkage with JTPA. There are two dissimilar criteria
right1 there in dealing with these programs. So it is just another ex-
ample.

Mr. Anprews. Dissimilar in eligibility, you mean?

Mr. DE LA Rosa. No, dissimilar in the application of standards in
this case, OV circulars. OMB circulars will apply to the JOBS
program b aot to the JTPA program. They will be measured by
different standards.

Mr. ANDREws. The local entity is left to interpret those differ-
ences and take the risk of getting a bad audit later on?

Mr. De La Rosa. There would be some problems.

Mr. ANDREWS. I think that is one of the things Mr. Gunderson
was talking about.

Mr. PETERSON. Also, the other large deliverer is Employment Se-
curity, which also operates under the circulars.

Mr. ANDREwS. Thank you very much.

Chairman PErkins. Thank you, Mr. Andrews. That was a very
good job.

I want to ask that the record be kept open for any written ques-
tions Mr. Gunderson or anyone else here is inclined to tender.
Without objection, it is so ordered.

I have a couple of questions I am interested in while I have you
here today, too.

You know, this on-the-job training question is pretty controver-
sial. The Chairman of the full committee absolutely l)qlates it. He
just thinks that we are seeing abuses there that have got to be cor-
rected in some fashion. I noticed in your testimony you said that
you thought the administration’s proposal of the 6 months period
was a step in the right direction, but be careful that we don’t make
everything 6 months. What other proposals do you have? I mean,
obviously, Mr. Andrews’ proposal was innovative, and we can’t
have anything like that, but what other ideas that are more dull
and ordinary can gou suggest that will perhaps let us tackle this
problem dead on? Because it is a problem.

Mr. FraziER. I think the problem is really, quite frankly, the
lack of training standards in the country. We in the GAO did a
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comparison with a few of the other industrial countries that do
have training standards, and if we had those kinds of standards it
would be a very easy thing to then say what it should take or
about what it should take to learn a skill.

Chairman Perkins. Training standards for on-the-job training,
you are talking about.

Mr. Frazier. That is correct.

Chairman PerkINS. What type of standards are in place in other
countries?

Mr. Frazier. Well, if we wanted to use the German system, for
example, the apprenticeship training system, or their systems
where they definitely have standards to say that it takes x amount
i)f tligne to learn how to do a job, that is the kind of training that is
acking.

I believe the Labor Department now has the SCANS Commission
that is working on developin%l training standards, or occugational
traininﬁ standards. That is what I am talking about, Mr. Perkins,
the lack of occupational training standards. Since that is lacking,
what seems to happen sometimes when you do have someone who
is unscrupulous or decides to take advantage of the law, then we
start seeing some of the abuses in the OJT requirement when you
don’t have training standards, and I suggest that that is one direc-
tion that we might look toward—that is, better occupational train-
ing standards,

Chairman PerkiNs. Would you have any response on that?

Mr. PeTERSON. I guess the only thing I would suggest is that the
framers of tne law initially had, I think, some good thoughts in
terms of this program being an investment in human capital and
in measuring the return on that investment. If only we had the ca-
pability, as you said in 1983 you wanted us to, to go out and meas-
ure the impact of this program—unfortunately, we haven’t been
able to follow through very well on that. We don’t collect the data,
and I know you don’t want the data, but we don’t really have the
data to suggest whether this is a positive investment in human
capital or not. It is sort of a shame, atter all these years of running
training programs, that we don’t have better data in terms of, for
instance, OJT.

If, for instance, we could sit here today and say that this invest-
ment was paying off in OJT, none of us would be here arguing
about it, I think. We don’t have that data, and I think we shoild
have it, and I think we ought to move ahead in trying to get it.

But we don't even, at this point in time, capture the savings, the
welfare savings, for instance, and apply that as a positive return on
investment. I think we should, but we apparently can’t get our wel-
fare agencies and our employment security agencies together to the
extent that we can exchange the data that is necessary to make
that determination. It seems siliy, but after all these years we still
can’t do it. It is a shame that, 8 or 9 years later, we still don’t
know if this investment in human capital is a good thing or bad.

Chairman PerkINs. I suppose I am still having a little trouble. It
seems to me that if you have somebody fiipping hamburgers for 6
months or somebody cleaning windows for 4 months that there
probably is an excess period of time for learning that skill. It would
seem to me that there must be a way to curb this kind of abuse.
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What the OJT program ofted does is to supplement the employer’s
revenue rather than give any sort of benefit to the employee, and
obviously what we are interested it doing is seeing the long-term
benefits to the employee.

Given that kind of scenario, in terms of monitoring the OJT pro-
gram, what suggestions would you have that would enable the OJT
program to retain its flexibility and, at the same time, see that we
don’t have significant abuses of this type in the future?

Mr. NuseN. I think, as we say in our statement, that the recom-
mendation or the proposal in the administration’s bill where they
require going to the dictionary of occupational titles and looking at
the training times suggested in there—what we refer to as lower-
skill training has a training time of anywhere from four hours to
30 days—maybe more work could be done in that area to be more
precise. When we find excess training for lower-skilled positions,
we take the upper end in all cases, and that is what resulted in the
findings we have where up to a third or more of those funds are
being wasted. I think specifying what ought to be the standard is
w;lhat is needed and the SDA’s haven’t had that kind of guidance in
the past.

Mr. PeTERsoN. The only problem with that, though, is, if you try
to push this program to the more disa‘vantaged, and you can sud-
denly find people that perhaps need 6 months to flip the hamburg-
er, you wouldn’t want to design a program, I think, that would
eliminate that person who needs that kind of training.

Chairman PErkINs. You have to have some flexibility. I certainly
concur with that.

That brings me to the next area in terms of flexibility: support-
ive services. That is something that we are concerned about, and
we are specifically concerned about the limitations on supportive
services. This is, as the ranking member has talked about, a very
intensively human capital type of situation that we are dealing
with. Given that kind of :-ackdrop, it seems to me that the level of
supportive services—child care, trarsportation—is extremely im-
portant, depending upon individual areas. Would you comment on
the extent—and I know you have probably seen the drafts of the
administration proposals on supportive services, and give us what
your feelings are about them.

Mr. Frazier. I can’t comment specifically on what is in the pro-
posal, but what we hav= seen is, in some cases, supportive services
have not been used as effectively or a¢ much as the: should have
been. As a matter of fact, sometimes we have found that supportive
services, because of the cap on administrative costs, are being used
to hide some administrative costs, for example.

Chairman Perkins. Have you found that to be a barrier to those
that are indeed in this “most at-need” category from actually being
able to utilize the program?

Mr. Frazigr. We really believe it is a barrier, and we are hoping
that now that the JOBS program is established, and where it is &l-
lowable for charging transportation costs, baby-sitting costs, t
cetera, that our SDA’s will increase their use of the supportive
services costs, and we believe that we have seen some (ncrease in
the use of supportive service costs.
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Mr. NiLsen. To add a little to that, in the past we l.ave seen that,
as reported, SDA’s are spending pretty close to the 15 percent im-
plied cap on supportive services, but our current work has shown
that much of that may not be, in fact, supportive services. We
found, for example, employment generating activities in five of the
six States we went to were being charged to that supportive serv-
ices category, and those were generally administrative in nature.

So whether or not this is an adequate level or what is going on
with supportive services we are not sure, and I think we don’t
really know how the administration’s proposal to roll supportive
services together with the employment, the job search assistance
type activities, will work. There may be a concern that not enough
money is allowed then for one or the other category, but whether
or not they should be broken out, we are not sure.

Mr. DE LA Rosa. A similar finding.

Chairman PErkINs. Well, I could keep you here for the rest of
the afternoon, but I have got a plane to catch, and I suspect that
after an hour and 15 minutes of Mr. Gunderson, and Mr. Andrews,
and myself, you gentlemen are probably ready to go. So, with that
in mind, I am going to let you proceed on to wherever you are
going. Thank you very much for your testimony, and we will be
giving you sume written questions.

With that, this subcommittee hearing is adjourned.

[Whereupon, at 3:35 p.m., the hearing was adjourned.]

[Additional material submitted for the record follows.]

Q. 73,




75

U.S. Department of Labo inspector Ganaral
P n tof Labor Washington, D C. 20210

May 311991

The Honorable carl C. Perkins
Chairman, Subcommittee on
Employment Opportunities
Committee on Education and Labor
U.S. House of Representatives
Washington, D.C. 20515

Dear Mr. Chairman:

Thank you for the opportunity to present our views on amendments
to the Job Training Partnership Act (JTPA). I know that you and
the members of the Subcommittee share my interest in successful
job training and employment services for needy Americans. I am
sure that you and your Subcommittee also share my concern that
these programs operate as effectively and efficiently as
possible, and are consistent with the intent of Congress. In
addition to providing my response to several questions furnished
by the Subcommittee, I would also like to clarify two issues
that arose during the May 9 hearing.

The first issue deals with costs questioned by the Office of
Inspector General (OIG) in ite audit of the Oregon Consortium,
dated September 27, 1988 (Audit Report No. 09~88-548-03-~340).
During the May 9 hearing, Mr. Roberts T. Jones, the Assistant
Secretary for the Employment and Training Administration (ETA),
stated that $54 million was questioned by OIG in its September
1988 audit report on the Oregon Consortium.

I would like to clarify that the 0IG did not question nearly $54
million as an inappropriate expenditure during that audit.
Rather, the 0IG recommended in its audit report that ETA
"require reclassification of $53.8 million of reported training
expenc .tures to the proper JTPA cost categories." On page 14 of
the rcport we explicitly state: "We are not questioning the
allowability of payments. We are reporting the contracts did
not meet the requirements of the regulations and therefore the
costs associated with these contracts must be charged to the
appropriate cost categories ...." The proper classification of
expenditures is important in JTPA in order to comply with the
statutory cost limitations that are mandated by the Act.

Since an analysis ¢f expenditures had to be performed by ETA in
order to determine the extent of the Oregon Consortium’s
cornliance with the statutory limitations on fund expenditures
for admiristration and participant support, ETA reviewed the
$53.8 million of reported training expenditures. ETA managemunt
determined that "the use of fixed unit price contracts for the
purpose of charging all costs to the training cost category
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under 20 CFR 629.38(e) (2) was improper and the amounts thereby
improperly classified as training costs are hereby finally
disallowved.”

The State subsequently provided documentation to show that some
of the costs were properly classified, and ETA ruled that
$39,841,152 "must be reclassified to the three JTPA cost
categorias of administration, participant support and
training.* Thus, following the issuance of the 0IG audit
report, ETA’s own review and deternination process was large.y
consistent with the 0IG’s audit recommendations with regard to
the need to reclassify the great majority of those funds that
the 01G¢ had identified as having been improperly classified.
Later, in the Settlement Agreement between DOL and Oregon, DOL
agreed to waive its requirement that the State reclassify and
allocate to the cost categories the $39.8 million.

A related question was also raised during the May 9 hearing with
regard to the actual dollars gquestioned in the Oregon Consortium
audit. The 0IG had questioned profits of $4.2 wmillion in JTPA
funds that had been retained by seven district program
operators. Subsequent to our audit, we were advised by ETA that
“the State acknowledges that profits received by the Oregon
Consortium during the five yYear, PY 1984-1988, were

$5,912,081.%

In affect, Oregon acknowledged additional profits of $1.7
million above the $4.2 million already identified by the 0IG
during the course of its audit. ETA, therefore, issued a
revigsed management decision for the full $5.9 million ($4.2 +
$1.7 million), which the OIG then reported to the Congress on
page 55 of our Semiannual Report for the period of April 1 -
September 30, 1990. The Settlement Agreement between ETA and
Oregon shows that of the total of $5,912,081 that was questioned
by 0IG and ETA, $2,591,568 ultimately was determined to have
been spent on allowable JTPA activities, while the remaining
$3,320,513 was subject to repayment by Oregon.

The second issue concerns questions about the percentage of
employers receiving training subsidies who say they would have
hired the participants without the subsidy. My May 9 comments
to the Subcommittee would have been more clear if I had used the
exact language that was contained on page 63 of our audit report
entitled "Audit of JTPA Participant and Training Services,
Report I" (Audit Report No. 06-86-801-03-340). That audit
report stated that "about 60 percent of the employers who
receive 0JT training subsidies say they would have hired the
participants without the subsidy." I hope that this quotation
from our audit report will clarify the views of the OIG on the
issue of targeting in the JTPA program and also help to resolve
any confusion that inadvertently may have been created.
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The following are our responses to the questions furnished by
the Subcommittee following the hearing:

Question: 1) The Office of the Inspector General has
consistently stated that Titles 7, II, and III of JTPA have been
"jmplemented as a block grant.® Can you specifically identify
(a) how these titles are treate. as block grants and (b) the
impact of such treatment un the program, both in terms of
performance and administration?

Ansver: Although the JTPA statute contains no language
raeflecting congressional intent that JTPA is to be considered a
block grant and even though the House Education and Labor
Committee’s ranking members communicated, in a letter to the ETA
Assistant Secretary in February 1983, the congressional intent
to firmly establish the Federal role as a full partner in JTPA,
the program was implemented and continues to be treated as a
block grant. OMB designated JTPA as a block grant even though
the JTPA statute directly conflicts with OMB’s principles and
standards fur block grant legislation. These principles,
outlined in a November 22, 1982, OMB memorandum to all Federal
agencies, sitipulate that the goai of block grant legislation is
to delegate maximum discretion and flexibility to block gran«
recipients and to impose minimum Federal intrusion in loczi

-~ "airs. JTPA, on the other hand, provides a role for the
Federal Government as a partner in tle implementation of the
program.

The following comparison of block grant principles and the JTPA
reveals numerous conflicts between the two.

Block Grant Principles JTPA
States are responsible for the Within-state allocation of
geographic allocation of block funds by formula is an
grant funds within the state. integral part of JTPA

(Sec. 202).
States determine specific format Reporting requirements are
and informational content of provided in JTPA (Sec. 106).
reports.
There are no specific funding JTPA includes specific cost
requirements or limitations on limitations (Sec. 108).

states for use of funds.

Recipients may use funds for Funds may be used to supple-

activi. .es otherwvise available. ment available activities,
but may not supplant them
(Sec. 141(b)).

QW
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Recipients are permitted full Cost categories, co:t limita-
discretion to allocate funds tions and specific t.urgeting
among allowable services are jintegral parts ot JTPA.

activities and target groups.

Recipients are perrmitted to utilize JTPA specifies Service

own organization, prwcedures Delivery Area structure .nd

and arrangements tu administer Private Industry Council

funds. representation (Sec. 101 and
102).

Recipients may reallocate funds Only costs of JTPA activities

among related bluck grants. are allowable.

The most significant effect of applying the block grant status to
the JTPA program was the waiver granted to the program from the
administrative requirements of the OMB Circulars (Common Rule,
Section 97.4). These Circulars govern cost, fiscal, and
administrative principles for Federal grants and cooperative
agreements with state and lecal governments and non-profit
entities.

Some of the requirements of the OMB Circulars are found in the
JTPA regulations. However, establishment of basic program
controls, guidelines, interpretations and definitions are, for the
most part, deferred to the Governors, allowing each state to set
its own administrative requirements. As a result, the program
suffers from a serious lack of uniform control and guidance. Use
of multiple administrative procedures has resulted in inadequate
control and accountability over the program.

With regard to the impact the block grant concept had on
performance, the Congress mandated that criteria be developed to
measure the return on the investment in human capital, i.e., the
increased employment and earnings of participants and the
reductions in welfare dependerncy. The collection of data to
measure a return on investment has been limited and until such
time that administrative procedures that capture costs and
results-oriented data are implemented, no such measurement can be
made. The application of the Common Rule to JTPA will allow for
the collection of data which could be validated and then used to
measure the return on investment in human capital.

Question: 2) Your testimony indicates that the OMB Circulars
establish the relationship between the Federal government and both
State and local governments. In the past your staff has asserted
that the circulars in fact establish a Federal-State

relationship. Where and how do the Circulars apply at the State
level? at the local level?

o 53
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Ansver: The OMB Circulars provide administrative direction for
state recipients. These Circulars also specify that, in many
circumstances, the state grantees must impose the same
requirements on local government subgrantees. 1n effect, there is
a flow down requirement imposed in the Circulars.

Question: 3) You mentioned that the JOBS program operates under
the OME Circulars. Is there a distinction in impact and results

between application of the Circulars to a prograc like JOBS, which

does not include a substate allocation of funds, and JTPA, which ’
does include a substate formula?

Answver: As you may be aware, the JOBS program is administered
by the Department of Health and Human Services. 1In our opinion,
there is no significant difference in the impact and result in
applying the Circulars to a program with substate allocations to
one which does not have substate allocations. The Circulars are
designed, based on years of use and revision, to accommodave a
wide variety of Federal programs. They were developed to
streamline and minimize the burden of Federal adrinistrative
requirements for state and local grantees.

Question: 4) Has your office performed any audits of JOBS
programs to 3 :rmine if the programs are encountering any
administrati r fisca)l difficulties?

Answver: Althcugh we do not have responsibility for audit of the
JOBS programs, I referenced JOBS in my testimony to indicate that
the OMB Circulars apply to a similar program that may be
administered by the same state or local agency that administers
JTPA. Thus, we have dissimilar administrative and fiscal
guidelines, which may cause problems at the local level.

Question: 5) One alleged impact of adoption of the Circulars for
the JOBS program has been to discourage smaller service providers
from participation, leaving the programs largely to larger
corporations and institutions., Can you comment on this® What
would prevent such an impact in JTPA, where many of the service
providers are small?

Ansver: In our view, application of the Circulars should have
no impact on the size of service providers that the states or SDAs
would engage to deliver services for the JTPA projram. However,
we do not have evidence from our audit work to support this
opinion.

Question: 6) You stated in your testimony that adoption of the
OMB Circulars would alleviate most of the procurenent, profits,
cost accountability and financial reporting deficiencies which you
have identified. Can you please identify for me specifically how
each of these areas would be addressed by the Circulars, and

o 64
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indicate which section of the particular Circular would provide
that answer?

Answer: The Circulars would provide the following specific
advantages to JTPA:

a. Procurement The Common Rule at Section 97.36
provides that grantees and subgrantees will use their own
procurement procedures which reflect applicable state and local
laws and regulations, provided the procurements conform to
applicable Federal law and the standards in the Common Rule. The
Common Rule procurement requirements fur "other grantees and their
subgrantees" provide procedv-es for written codes of standards of
conduct (conflict of interest), specific record maintenance, full
and open competition, rules for sole source procurement, cust and
price analyses, and awarding agency review. Often, state and
local laws do not include these requirements.

Profits Currently in JTPA, service providers,
including governmental and non-profit prov1ders, can realize
profits and are not required by regulation to expend those profits
on the JTPA proaram nor return them to the Federal Goverrment
through future appropriation offset or any other means.

The Common Rule at Section 97.22(2) prohibits
fees and profits for grantees and subgrantees. Circular A-87,
Section A.1., states that no prcvision for profit or other
increment above cost is intended for state and local governments.
Application of the Circulars would not reduce the opportunity for
private-for-profit organizations to make reasoiable puofits for
services.

c. Cost Accouptability Currently in JTPA, there is
limited guidance on cost accountability. JTPA regulaticns
specifically prohibit expenditure of JTPA funds for unallowable
activities in violation of law or regulation, entertainment costs,
insurance against debts established by the Federal Government, and
legal expenses for the nrosecution of claims against the Federal
Government. All other cost allowability gquidance is to be
provided by the Governor. oOne thing that JTPA regulations are
silent on 15 whether cost is allowable, allocable or reasonable.

For state and local governments, OMB Circular A~-87 provides basic
and needed definitions for costs and guidance for proper
accountability of costs to ensure they are allowable, allocable
and reasonable. This Circular provides guidance for governmental
entities on allowability of certain items of cost in 36 separate
cost categories.

For non-profit organization, OMB Circular A-122 provides
definitions for costs and cost principles to ensure costs

RIC 85

Aruitoxt provided by Eic:



81

-7=

are allowable, allocable and reasonable. This Circular provides
guidance on the allowability of 50 selected items of cost and
addresses the unallowability of Federal reimbursenent of costs
associated with most kinds of lobbying and political activities.

d. Financial Reporting Currently in JTPA, finan-ial
reporting is limited to state-level semiannual expenditures by the
three cost categories. JTPA also requires reporting of cash on
hand at time of drawdown, but without certification or end of
period reconciliation,

Under the Common Rule, Section 97.41, financial reporting is made
on a summary Financial Status Report which provides information on
total expenditures, refunds, program income, recipient’s share of
total expenditures (a critical item in auiit iesolution where an
entity may claim offset credit for expenditure oi its own funds on
the program), Federal share of total expenditures, resources on
order/unliquidated obligations, and indirect costs. DOL would
have flexibility of requiring su:sh reporting annually,
semiannually, or gquarterly and frrom either the state or SDA

level. The Circulars also require that a certified cash
management statement be submitted to DOL for monitoring cash
advances and disbursements.

1n our opinion, this degree of financjal reporting under the
Circulars is necessary for routine tinancial management of the
proyram and would help ensure DOL conpliance with the Federal
Managers’ Financial Integrity Act (FMFIA).

Question: 7) As I mentioned during the hearing, your testimony
states that "60% of all JTPA placements had been made with
employers who would hase hired and trained the participants
without JTPA ever comiig into the picture." This statement is not
upheld in the findings of the your actual report. <Can you clarify
this statement for the Committee?

Ansver: As I stated earlier, my comments referred only to OJT
employers. About 60 percent of these employers said they would
have hired the participants without the O0JT subsidy.

Question: 8) You also reference th= 60% high school graduation
rate of JTPA participants. Regrettably but clearly, a large
number of our youth graduate from high school without attaining
basic skills. Does your study look only at raw data, or does it
take into account the actual skill levels of those graduates in
questioning their need for JTPA services?

Answer: our revi.w looked oaly at raw data because the JTPA
system, at the time oy our review, did not measure the skill level
of applicants. However, in our opinion it is reasonable to assume

C:"\
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that high school dropouts are likely to be more deficient in basic
skills than are graduates.

Question: 9) Your office has consistently criticized the use of
¥gingle-unit-charging® of fixed unit price contracts. Your
testimony further indicates that audit work has found that "the
entire spectrum of some SDAs activities ... were provided under a
single fixed unit price contract." cCan you provide us with the
actual cases supporting this statement?

Additionally, you state that as much as 70-80% of all SDA funds
are being spent through fixed unit price, performance-~based
contracts. Can you provide the Committee with current statistics
on the prevalence of single-unit-charged, fixed unit price
contracts throughout the JTPA program? Has the use of such
contracting practices increased or declined since the program’s
inception? Have there been any shifts in the use of such
contracts recently, given the publicity on this issue during the
last Congress?

Answver: Our report on procurement by the Oregon Consortium
showed that the Consortium used fixed unit price contracts (FUPC)
as the exclusive vehicle to provide JTPA training and services.

In addition, at the time of our review of JTPA Participant
Training and Services, our auditors observed that all program
activities were provided under a single FUPC at the SDAs in
Clearwater, Minnesota, and Indianapolis, Tndiana.

The reference to the predominant use of FUPC emanates from our
audit report issued January 1988. We do not have current
estimates of the prevalence of FUPC. ETA management has stated
they believe that the use of FUPC has declined; however, we do not
have available data from them as to the degree it has declined.
The point we were trying to make concerns the fact that widespread
use of FUPC’s avoids compliance with the JTPA cost limitations,
since all costs are charged to training.

Question: 10) You have recommended that cost limitations apply
to “funds expended" rather than "funds available" to bring Title
II and Title III closer together. This provision was put into
Title III to address a significant problem with unspent funds. Do
statistics on funding flows in Title II show a similar problem?

In addition, how would such a requirement affect the ability of
programs to do long-term planning and to allocate funds for
non-training cosis up front? What would happen if certain
training costs were later disallowed and a program then exceeded
its cap on non-training costs?

Ansver: We do not have any indication that Title II has
extensive problems with unspent funds similar to Title III.
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However, revising the cost limitations to apply to “funds
expended” would not, in our view, reduce the ability to do
long-term program planning.

1f training .;osts were disallowed during the first or second year
of a program year allocation, an SDA would still have time to
incur allowable expenditures before the end of the cvailable
3-year period. On the other hand, if expenditures were disallowed
after the 3-year period had lapsed, an SDA would not be able to
reobligate the disallowed funds. Revising the requirements to
base cost limitations on funds expended would, in our view,
enhance the ability to monitor the status of funds and alert SDAs
to potential compliance problems while they still had time to
spend available funds.

Question: 11) As was discussed at the hearing, there has been a
great deal of discussion and controversy over costs "questioned"
by your Office. Can you clarify for the Committee the ditference
betweer "questioned" and "disallowed" costs? Which of these terms
describes the findings described in your reports? In the
testimony your Assistant Inspector General, Mr. Peterson,
presented to Congress last session, were the figures cited for
Oregon, Michigan, Missouri, Houston, and Mississippi "questioned"
or "disallowed?"

Would adoption of the OMB Circulars have prevented these
practices? How would they specifically have done so?

Ansver: The Inspector General 7 :t Amendments of 1988 changed
the terminology used by Inspectors General in describing auditee
costs to which the OIG takes exception in an audit report. Prior
to the amendments, there were two basic categories:

a) Costs Recommended for Disallowance: This category
represented costs for which the 0IG had evidence to support
auditee violation of law, regulation or intent of legislation.

b) Questionad Costs: Costs for which adequate
documentation to support allowability was not available, and costs
for which the allowabhility was not clear (e.g., unnecessary,
unreasonable, etc.).

This was the terminology in use at the time several of the reports
referred to in your correspondence werec issued. The Amendments of
1988 changed to "questioned costs® the terminology for all costs
to which the OIG takes exception.

currently, a "questioned cost" refers to a cost t2 which the 0IG
takes exception in an audit report. A "disallowed cost" is a cost
for which the pOL funding agency, after reviewing the OIG audit
report and the auditee response to the report, determines that the
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questionad costs were improperly charged to the Department and are
subject to repayment. Only the DOL funding agency

[o] . As such, the term
iquestioned cost! (formerly ‘cost recommended for disalluwance'
and ‘questioned cost’) is now used to describe all costs to which
we take exception in audit reports.

The costs referred to in the testimony for the oregon Consortium
are "questioned costs." The costs associated with Wayne County,
Michigan, and Kansas City, Missouri, refer to both "questioned
costs" and Y“costs recommended for disallowance." The testimony
associated with Houston and Mississippi relates to situations
discovered during field work, which are presented as examples of
funds paid to brokers for nedotiating and monitoring OJT contracts
and how, through the use of FUPC, a government entity earned
profits. Questioned costs in the two reports totaled
approximately $2 million.

1t is the opinion of the OIG that the questioned costs associated
with governmental entity "profits" and associated with lax
contracting could have been prevented by application of the OMB
Circulars.

Question: 12) Your latest Semiannual Report (4/1 - 9/30, 1990)
states that the 0IG guestioned $17 million in JTPA expenditures
during this period. Again, can you ciarify whether tnese costs
were "questioned" or "disallowed?" Also, when adding up the
figures included in the audits described in the report, I arrived
at a figure of about $10 million. Can you explain this difference
to me and provide an itemization of the $17 million figure?

Answer: Your observation relating to the dollar difference in
our Semiannual Ruport (4/1-9/30/90) is correct. While the dollars
listed in the narrative for each report are correct, the reference
to $17 million in questioned costs is incorrect. Subsequent to
the issuance of the Semiannual Report, we discovered an input
error in our audit tracking system related to the Big Five
Community Services audit’s reported questioned cost. The
narrative in the Semiannual correctly depicts the questioned costs
of $137,514; however, when the dollar values related to that
report were entered in our automated tracking system, an error was
made, in thzt the findings which contained dollars and cents were
all entered as whole dollars. For example, the tirst questioned
cost in the report was for $3,938.30 but was entered as $393,830.
The amount of questioned costs was erroneously increased by
approximately $10 million. This error was carried in our systenm
until we detected it in a subseguent reconciliation process, and
the questioned costs were corrected on April 8, 1991, Our current
Semiannual Report (10/1/90 - 3/31/91) notes this and reflects the
correction.
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Notwithstanding our efforts to ensure that data in the system is
correct, we are very concerned that this did occur, and we are in
the process of instituting further internal review procedures
designed to preclude any recurrence.

1f I can be of any further assistance, please do not hesitate to
contact me at 523-7296.

Sincerely,

MM«

an W. De La Rosa
Inspector General

Gl
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HEARING ON PROPOSED AMENDMENTS TO
STRENGTHEN THE JOB TRAINING PARTNER-
SHIP ACT

. TUESDAY, MAY 21, 1991

House or REPRESENTATIVES,
SUBCOMMITTEE ON EMPLOYMENT OPPORTUNITIES,
CoMMITTEE ON EDUCATION AND LABOR,
Washington, DC.

The subcommittee met, pursuant to call, at 2 p.m., Room 2261,
Rayburn House Office Building, Hon. Carl C. Perkins [Chairman]
presiding.

Present: Representatives Perkins, Ford, Goodling, Andrews, and
Gunderson.

Staff present: Omer Waddles, staff director; Pat Fahy, senior leg-
islative analyst; Deborah Katz, office manager; and Tracy Hatch,
minority professional staff member.

Chairman PERKINS. I guess we might as well get started here
today. I would like to welcome all of you. This hearing is the
second in a series to examine proposals to amend the Job Training
Partnership Act.

While I welcome everyone here, I want to especially welcome our
good friend from Kentucky, Virgil Osborne, who is going to be re-
tiring at the end of this month, after 23 years of service to the
Eastern Kentucky Concentrated Employment Program.

Virgil, you certainly have been a wonderful addition to the lives
of the people of Eastern Kentucky. You are to be commended for
all that you have done over the years.

I know that each of us here today is committed to the improve-
ment of the JTPA. As the new chairman of thi subcommittee, I
am committed to insuring that extremely limited job training dol-
lars are spent efficiently and effectively. Currently, the Job Train-
ing Partnership Act serves less than b percent of the eligible poor
population. We spend less than one-third of what was spent under
the Comprehensive Employment and Trairing Act of the 1970s.
Since the enactment of the JTPA in 1982, funding nas remained
stagnant. If we adjust for inflation, we now spend 31 percent less
than what was spent on JTPA in its first year of operation.

If we are ever to solve the overwhelming prcblems of unemploy-
ment, poverty, crime, dependency, and utter hopelessness among so
many in our Nation, we have to provide better opportunities and
alternatives for productive employment. We also have to reach
more of those that are in need. I am well aware of the widespread
criticism of this program. I plan to introduce amendments to cor-
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rect these problems. These amendments may be comprehensive or,
at times, controversial. I am committed to addressing every prob-
lem that has been cited as a reason not to increase funding for this
program.

Two weeks ago, the Secretary of Labor, the General Accounting
Office, and the Department of Labor’s Office of the Inspector Gen-
eral testified before this subcommittee. One point repeatedly em-
phasized in the hearing was the lack of Federal and State oversight
and guidance for JTPA. I believe that the Congress, the adminis-
tration, and many of the organizations represented here today are
in agreement on the need to increase oversight of this program. I
look forward to working with each of you.

At this time, it is my pleasure to ask the distinguished Chairman
of the full Committee on Education and Labor, Representative Bill
Ford, to introduce some of our first witnesses.

Chairman Ford.

Mr. Forp. Thank you, Mr. Chairman. First, let me tell you that I
am very pleased that you have started these hearings on JTPA
reform. You and I discussed this when you consented to be the
chairman of this committee, at the beginning of this Congress, and
assured us that you were going to move expeditiously to get to the
problems and try to clean this program up as soon as possible. I
think the hearings that you have scheduled are fully consistent
with that comnmitment on your behalf and for the whole commit-
tee. I want to compliment you for that, and thank you for under-
taking this effort.

It is a special privilege for me today, if you will permit me, to
take the pleasure of introducing two of your witnesses. All three of
them are known to me, but Mr. Kolberg will understand for obvi-
i)us political reasons why I want to introduce the others in particu-
ar.

Phil Power will be representing the Commission on ilic Skills of
the American Workforce and their report on ‘“America’s Choice:
Higt: Skills or Low Wages” and Kay Beard is a county commission-
er in my congressional district. Phil Power is a constituent as well
as a regent of the University of Michigan. Kay Beard is a tough,
hard-werking county commissioner, representing a part of my dis-
trict, on :he Wayne County Commission. She is appearing here
today in he: capacity as Vice Chair of the National Association of
Counties and . eir Employment Committee. It is a pleasure to see
tvo very old -, very dear and very close friends at the table.

"Jou are in 4vod company with Mr. Kolberg. We have come to
know him o»n this committee, and we listen carefully when he is
speasing.

1 thank you, Mr. Chairman, for that privilege.

Chairman Pexkins. I thank you, Chairman For .

Of course, as Chairman Ford has indicated, we also have William
H. Kolberg, the President of the National Alliance of Business,
with us today.

We welcome each of you. We are very pleased to welcome you
here. We want to listen to what you have to say. We want to get a
good bill, as my friend Bill Natcher would say. So we are very de-
pendent upon what we listen to and what opinions are expressed to
this subcommittee.
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With that, we would like to ask Mr. Power to lead off and lend
us his expertise.

Excuse me. Before I do that.

Steve, do you have an opening statement?

Mr. GUNDERSON. Mr. Chairman, let me just be very brief and ask
unanimous consent that an opening statement be in the record. I
think that Mr. Andrews and I are the only ones on the panel here
today who don’t have anybody testifying. So we won’t give any glo-
rious introductions. We will get on with the testimony but as
unanimous consent as well, Mr. Chairman, that a statement froin
the Wisconsin Superintendent of Public Instruction might be en-
tered into the record.

Chairman PerkiIns. Without objection, so ordered.

[The prepared statements of Hon. Steve Gunderson and Herbert
dJ. Grover follow:]

(RS
9]
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The Honorable Steve Gunderson
Subcommittee on Employment Opportunities
Hearing on Proposed Amendments to JTPA
May 21, 1991

Opening Statement

Mr. Chairman, two weeks ago this Subcommittee once again
turned its attention to consideration of amendments to the Job
Training Partnership Act, hearing testimony from the Secretary
of Labor, the lnspector General and the (ar .ral Accounting
Office. That testimony appropriately came at the outset of our
deliberations, setting forth both the concerns of the past and
the vision for the future.

I would like to reiterate one key element of this "vision"
that must be present when we finally agree upon amendments to
the JTPA. JTPA is a unique program -- and that was Congress's
clear intent when the prcgram was developed almost 10 years ago.
The program has a specific mission and equally specific goals.
We cannot allow ourselves, as we debate the various proposals
which come before us, to lose sight of that mission -- to
provide job training to those who need it most -- and those
goals ~-- to measure our success by performance, not by how easy
the program is to audit or gather data on.

Today's witnesses, representing all of the major employment
and training interest groups, will greatly complement the
testimony we heard on May 9, because these are the groups which
actually go out and implement the program. I hope that each of
you will share with us your own unique perspectives on where
JTPA is successful, where it doesn't meet the needs of its
participants -- those enrolled for services, service providers,
business partners, and public partners -- and when we here in
congress are going too far in our efforts to "fine-tune" this

valuable program.
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Mr. Chairman, in closing Y would ask unanimous consent to
include in the record for this hearing a letter from Herbert
Grover, the Superintendent of Public Instruction for the State
of Wisconsin, expressing that Department's position on various
proposed amendments to JTPA. Regretably, Dr. Grover was not
able to be with us today personally.

with that, Mr. Chairman, I thank you and look forward to

today's testimony.

O
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Mailing 2. Jdrews:
Post Office Box Y841
Madison, Wi $3707:7041

Street Address:

128 South Wabster Street
Medison, Wi $37¢7
Phone: (808) 246-33%0

Superintendent of Publi¢ Instruction

May 17, 1991

The Honorable Steve Gunderson FAXED 5/20/91
United States Congressman

Third Congressional District--Wisconsin

227 Cannon House 0ffice Building

w..hinston’ D.C. 20515

Deaar Steve!

I welcome this opportunity to communicate with you on smendments
to the Job Training Partnership Act (JTPA). Although we are not
able to come to Washington to testify next week, we would like to
offer the following additional information and have it included
in the record for the hearing on the JTPA legislation.

The concerns we raised earlier about the proposed changes in JTPA
in 1989, and more recently with House Bducation and Labor staff,
deal with the 8% set-aside. Section 123 of the current lav
should be retained for the reasons noted below:

¢ The JTPA 8X set-aside should remain with the state
edycation agency. This category provides local school
districts with the opportruaity to coordinate with other
local institutions, commuaity service providers, and
state agencies. These dollars can be a catalyst for
1ocal school districts to chanfo hov they deliver
services %o at risk youth locally. We have used JTPA
8% funds in Wisconsin to require collaboration among
agencies and institutions. We also require a local
dollar match. Por the past seven years, local dis-
tricts in Wisconsin have put {n $3.00 for every $1.00
received-~thus, JTPA 8% funds have heen used in a very
cost effective manner.

° The concept of training gupila to overcome skill defi~
cieacies and targeting the spacific needs of various
population groups is sound public policy.

o  This section should be focused on systems change for
K-12 by using the principles of Wisconsin's Education
for Employment standard as the vehicle to achieve the
twin goals of buildin! collaboratives and increasing
educational accounzability.

° The JTPA funds wmust be used to help build collaboration
among education, employment and training, and health
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and human aervices. Simp1¥ stated, education needs to
reach out and work more effectively with other agen-
cies including various community organizations.

0 A goal of public policﬁ in the country should be that
all youth have eumploya i1it¥ skills wher they graduate
Tom zi school. Each pupil should receive a resume
and a diploma.

0 Waiting until pupils drop out of achool is too late.
Prevention strategiea need to be developed. The Na-
tional Commission for Employment Policy's report on
middle school-age youth profiles some excellent models.

o At risk youth need extra belp in tying employability to
education ao they can understand the connactlon between
learning and earning. As a policy, Education for
Bmployment does exactly this.

Wisconsin has used JTPA 8% to build collaboratives with the
employment and training community in the following wayss

o  We have joint agreements with each Service Delivery
Area (SDA) and meat with each Private Industry Council
(PIC) annually to develop Department of Public Instruc-
tion goals for 8% projects.

0 Many projects in Wisconsin are iointl{ funded with 8%
DPI-adminiatered dollacs and SDA 78% funds. The DPI
emphasizes basic skills development and remediation and
§DA funds provide the work experience opportunities.

o  We jointly sponsor, with the Departments of Industry,
Labor and Human Relations (DILHR) and Health and Social
Services (DHSS), two state level confersnces annually
for pupils at tlsk and for multicultural youth.

o We encourage local operators to have 8% project youth
transfer to summer IIB programs resulting in year-round
programaing.

o We ra?uirc all 8% projects (20 for 1990-91) to
coordinate with .elated education initiatives in the
state zncludxng the children at risk plans in each
district and the seven components of the education for
employmant standard in which all youth in Wisconsin
hava the opportunity to participate.-

o The DPI and local schools are full partners i. a state-
wide collaborat!ve planning and progra= imp'ementacion
process for children st risk.

° We have learned in our collaborative training sessions
that incentives for coordination are essential. These
incentives include dollars as well as policy that
allows for time and ability to work together.

Q f) "~y
- : N
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I appreciate the opgortuniny to share my ideas on JTPA with you
and other members of the House Jubcommittee on Employment OYpor-
tunities. In Wisconsin, JTPA 8% funding has bean successful in
making eystems change. The JTPA 8% wae the catalyst which led to
atatewide children at risk legislation and set the atage for
Education for Employment.

I1f the committee would like information on vhat other states are

doin’ with JTPA 8%, gloano know that the office of the Council of
Chiel Statse, School Officere would be gled to provide this infor-

mation now JTPA 8% can continue to make a significant,

A fferance for A group of our young people who especial-
is support.

HJGtemv

cct Gordon Ambach, Executive Director
Council of chlof State %zhool Officars
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Mr. Andrews, do you have any opening statement?

Mr. ANpREws. Thank you, Mr. Chairman. Very briefly, let me
thank you for inviting Commissioner Beard to be here today. A
year ago I was serving as New Jersey’s equivalent of the County
Commissioner in my county. I took a demotion and came here. But
I commend you for having county officials who are so important in
the JTPA process testifying before us. I welcome everyone, and I
am particularly interested in hearing those witnesses presenting
the county perspective.

I thank you.

Chairman PErkINs. Thank you, Mr. Andrews.

Mr. Goodling, do you have any opening statements?

Mr. GoobLING. No. I have some nanelists later.

Chairman PERKINS. Let me in¢ 1ire one more time. I want to
make sure that Chairman Ford h: 3 finished his remarks. Do you
have anything else you want to say, Bill?

Mr. Forp. Not until they have testified.

Chairman Perkins. With that, Mr. Power, I will again ask you to
give us the benefit of your expertise. We are anxiously awaiting
what you have to tell us today.

STATEMENTS OF PHILIP H. POWER, TPFE COMMISSION ON THE
SKILLS OF THE AMERICAN WORKF' RCE; THE HONORABLE
KAY BEARD, VICE CHAIR, NATIONAL ASSOCIATION OF COUN-
TIES' EMPLOYMENT COMMITTEE, COMMISSIONER, WAYNE
COUNTY, MI; AND WILLIAM H. KOLBERG, PRESIDENT, NAiTON-
AL ALLIANCE OF BUSINESS

Mr. Power. Before I begin, Mr. Chairman, 1 would like to thank
you very much for the opnortunity to appear before you and the
other subcommittee members. I would like to express my personal
thanks to Bill Ford, who has probably done more to deal with edu-
cation in all its varieties—higher, %—12, and job training—than
anybody that I have ever met. It is an honor to have you here
today to hear my testimony.

Thank you very much, Bill.

I appreciate the opportunity to appear before your subcommittee,
Mr. Chairman, because you are dealing with one of the most chal-
lenging questious confronting our Nation, which is: Will America
reorganize its work structure into a high productivity model de-
manding high skills and supporting high wages, or will it succumb
to the forces pulling us toward a routinized, low-skill model that
canq only result in progressively lower wages for American work-
ers’

This is the core of the argument in a report by the Commission
on the Skills of the American Workforce, on which I serve, which
groduced recently the report entitled, “America’s Choice: High

kills or Low Wages.” Bill Kolberg was a member of this commis-
sion. I hope that many of your subcommittee have had the opportu-
nity to read the report.

I would like to give you a sense, very hriefly, of the main recom-
mendations and then give a sense of how they might fit together
with your particular focus—namely, improving JTPA—and try to
add to that the benefit of our own experience in Michigan.

\

R
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The report basically found a number of research points. First, by
any measure, American workers, whether they are leaving school
or whether they are on-the-job, when compared with workers in
our industrialized competitor nations, lack basic skills. That find-
ing has been replicated on a number of cccasions. The Commission
figured ihat it would be an easy job to do our rescarch because we
woul’ then go to employers, internationally and nationally, and
say, 'What about skills?”’ And employers would tell us we don’t
have enough skills. Then we would find that we ought to have
more skills, and then we would go home.

Our findings from employers were, in this context, counter-intui-
tive. We found that most employers were interested in workers
who had basically very limited skills, who instead had a good work
ethic, who were prepared to learn and were prepared to cooperate
with others,

So instead of finding a skill shortage and angry employers, we
found a skill shortage and employers who were prepared to toler-
ate employees coming into their employment with low skills and
who had developed, by and large, a system of work organization
which tolerated and accepted repetitive routinized labor assign-
ments, low productivity and, therefore, low wage rates.

We made a series of recommendations to deal with this complex
problem. One, we proposed that a certificate of initial mastery be
awarded to every person who undergoes and successfully demon-
strates mastery of basic skills. America is the only industrialized
country in the world that has no system for benchmarking an as-
sessment of skills required of children in schools, skills required of
anyone who is leaving school, whether they go to the labor force or
to college.

Second, we recommended creating a series of youth centers de-
signed specifically to provide alternative education and basic skills
for children who are dropping out of school, dropping out of suciety,
and becoming burdens to the public welfare.

Third, we recommended a broad ranging skills policy proposal in
the country, in which we suggested that a series of professional
training programs be set in place to provide people who were both
leaving school ».nd just entering the workforce with training oppor-
tunities to pursue serious careers and employment.

I would like to suggest that three of the Skills Commission’s rec-
cmmendations might be fruitful for you and your committee in
modifying JTPA.

First, the recommendation that all American students be re-
quired to meet an educational skills performance standard bench-
marked to the highest in the world. I think this recommendation is
crucial. We will never see our workers matching the achievements
of those in other industrialized nations if we do not demand compa-
rable mastery of skills.

In the Commission’s report, students would be assessed through
a performance-based sysiem, demonstrating corncret: accomplish-
ments over time, not a high stakes, one-time, multiple choice test
that sorts the college-goers from those presumed to be too dumb to
g0 to college. The sort of comprehensive assessment system we en-
vision does not exist today. The development is underway, coordi-

100,
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nated by Lauren Resnick, another Commission member at the Uni-
versity of Pittsburgh.

As you examire JTPA’s performance standard, you may wish to
require programs to support achieving world class competencies,
both for youths and for adults. This will represent setting much
higher standards for success than are used today. Settling for less
simply reinforces the concept of JTPA churning participants
through, “quick and dirty,” with little lasting impact.

Some of the worst examples of this tendency have come from ex-
cessive reliance upon on-the-job training and on direct placement
approaches in which no discernible skill improvement appears.
Saying that the participant received barely enough skill improve-
ment to get to the next job does that person no special favor.
Rather, it increases the likelihood that the participant will either
be stuck in a low wage job or shortly back among the unemployed.

Second, as you consider JTPA’s youth activities, I urge you to
look at the youth centers concept proposed by the Commission. We
found that America, in general, does a terrible job of dealing with
dropouts when compared with other industrialized countries. Es-
sentially, we throw them away; we offer them no second choice. It
is, roughly speaking, 20 percent of the total age cohorts of children
who don’t even get a high school diploma.

The Commission’s notion was to establish locally managed youth
centers that would be responsible for all young people who have
lett school without achieving a Certificate of Basic Mastery, passing
the examination that I mentioned earlier. The youth centers would
provide year-round access to alternative basic education, employ-
ment and career counseling, work experience, and job placement.
They would work closely with both employers and social service
agencies. The main idea is that they would be accountable for en-
suring that the fewest stude its possible fall between the cracks
and fail to obtain the basic skills that are needed for lasting em-
ployment.

The committee may wish to look at how the concept of youth
centers fits into the JTPA system. I think the fit is a close one. For
example, JTPA could fund some of the activities of the centers.
JTPA agencies could be directly involved with center operations.

Thirdly, the Commission recommended establishing local employ-
ment and training boards. These were to resemble Private Industry
Councils as we now know them, but with much broader powers.
They would be responsibl> for school-to-work and youth center-to-
work activities. They would manage the youth centers and the job
service, and they would oversee local operations of certification sys-
tems.

Both the Commission’s research and ali our efforts in Michigan
strongly reinforce the importance of attacking the terrible frag-
mentation that presently exists in our job training efforts in this
country. In State after State, the notion of system integration and
workforce investment programs is becoming a driving theme,

In Michigan, for example, when we inventoried the total human
investment system, not counting K-12, we discovered that in addi-
tion to JTPA, there were 85 other programs—some funded by the
Federal Government and some by State government—with a total
of nine differing departments of State government with jurisdic-
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tional and managerial responsibility, and a total of $800 million
per year in cash flow flowing through this assemblage of programs,
We concluded that at the end of the day, the eritical public policy
problem is how to get something done when the prospects of seri-
ous additional funding are very limited. Our evidence indicated to
us in Michigan that the problem was not necessarily a money prob-
lem, but that it might well be a managerial problem. If you think
about it, JTPA itself is not a stand-alone program for only one seg-
ment of our population, but part of a broader issue of public and
private investments in workforce preparation, in skill mainte-
nan(l:e, in job placement assistance, and in human investment as a
whole.

Note also that the Commission’s recommendation was to empow-
er local boards, not State boards nor national boards. Our experi-
ence in Michigan reinforces that recommendation. It was our find-
ing that we need to push responsibility in management to the local
level wherever possible rather than controlling and commanding
from above. We must hold local agencies accountable, and we
should continue to use aad build outcome measurements such as
those found in the JTPA’s performance standards to do this. Feder-
al and State regulators should manage outcomes and not process.

Thank you, Mr. Chairman.

[The prepared statement of Philip H. Power follows:]
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Mr. Chalrman, | appreciate this opportunity to appear before your subcommittee on
what i one of the most challenging questions facing our nation — Wil America reorganize
its work structure into & high productivity model demanding high skills and suppo=ting high
wages, of will it succumb to the forces pulling us toward a routinized, low-skill mode) that
can only result in lower wages for Amerkan workers?

The core of the argument for adopting the "high skills...high wages® mode! is argued
persuasively in America’s Cholce: high sills or low wages!, the report of the Commission
on the Skills of the American Workforce on which I serve. 1won't repeat it here; copies of

the report are avaflable for anyone who hasn't yet read it

What I'd like to do today is focus on your mission, looking at how the Skills
Commission's recommendations fit with the Job Training Partnership Act and possible
revisions to it. [ aiso want to tie those recommendations to the experiences we had in
Michigan, where 1 served for nearly eight years as chair of the state’s Job Training
Coordinating Council, dealing ooth with JTPA and with broader experiments in

comprehensive human investment stratsgies.

Ibelieve that three of the Skills Commission's recommendations should be considered

in modifying JTPA.

First, we proposed that all American students be required to meet an educational end

Power Testimony Page 2
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skills performance standard that is benchmarked 10 the highest fn the world.

This recommendation Is cruclal, We will never sce our workers matching the
achievements of those in other industrialized nations if we dont demand comparable

mastery of skills,

Students would be assessed through a performancesbased sysiem, demonstrating
concrete accomplishments over time, not a high stakes, one-time multiple choice test. The
sort of comprehensive assessment we envision doesn't exist today. Development is
underway, coordinated by Lauren Resnick, another commission member, at the University

of Pittsburgh,

As you examine JT?A’s parformance standards, I er.courage you to require programs
to support achlevement of world-class competencies, both for youths and adults. This will
represent setting much higher standards for success than are used today, but settling for less
simply reinforces the concept of JTPA churning participants through "quick end dirty" with
little lasting impact. Some of the worst examples of this have come from excessive reliance
on On-the-Job-Tralning and direct placerent approaches in which no discernible skill
improvement occurs, Saying the particlpant received barely enough skill improvement to
get to the next job does that person no great favors. Rather, it increases the likelihood that

the participant will be either stuck int a low wage job or shortly back emong the unemployed.
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Second, as you consider JTPA's youth activitles, 1 urge you to look at the Youth
Centers concept proposed by lhe Commistion.

We found that America does a terrible job dealing with dropouts when compared
with other industrial powers. Essentially, we throw them away, offering little coherent

"second chance” help to the 20% of our students who don't even get a high school diploma,

The Commission's idea was to establish locally-managed Youth Centers that would
be responsible for all young people who've Jeft school without achieving a Certificate of
Basic Mastery -~ passing the examination I mentioned earlier. The Youth Centers would
provide year-round access to alternative basic education, employment and career counseling,
work experience and job placoment. The centers would work closely with both employers
and social service agencles. The key iGea is that they would be accountable for ensuring
that the fewest students possible fall between the cracks and fail to obtain the besic skilis
that will be needed for lasting employment,

1 urge the committee to ook at how to work the concept of Youth J+nters into the
JTPA system. 1 think the fit is a close one, For example, JTPA covld fund some of the
activities of the centers, and JTPA agencies could be directly involved with center operations.

Third, the Commission recommended establishing local Employment and Training
Boards. These would resemble Private Industry Councils as we now know them, but with

Power Testimony Page 4
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much broader powers. They would be responsfble for school-to-work and Youth Center-to-
work activihJes, mm;qmmmmvoummnmgnmm And they
would oversee local operation of certification systems.

Both the Commission's research and our efforts in Michigan reinforce strongly the
importance of attacking the terrible fragmentation that presently exists in our job training
offorts in this country. In state after state, the notion of system integration in workforce
Investment programs is becoming a driving theme. JTPA has played an extremely positive
role historically in encouraging linkages, and I would urge you to build on that history.

As you work on JTPA, think of it not &s a stand-a'one program for one segment of
our population, but as part of a broader kssue of public and private investments in workforce
preparation, skill maintenance and job placement assistanze - in human investment as a

whole.

Note also that the Commission's recommendation was to ¢mpower LOCAL boards,
not state boards or national boards. OQur experience In Michigan reinforces that
recommendation. We need to push responsibility down to the local level wherever possible,
rather than controlling and commanding from sbove. We must hold local agencies
accoountable, and we should continue to use and build outcome measurements such &s those
found in the JTPA performance standards to do so, Federal and state regulators should

manage outcomes, not process.
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The challenges we facc are great. And we need to secognize that JTPA daes only
deal with a small part of the total problem. Upgrading the skills of the already-employed
and ensuring that our children leave schoo! with workd class skills ana icarning capacities are
public policy changes that go far beyond JTPA.

But JTPA can play a constructive role {n the total solution, if it is carefully
recalibrated to be consistent with thess broader, nergizing policy goals.

Power Testimony Page 6
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Chairman Perkins. Thank you, Mr. Power.

We are going to suspend this hearing while we go vote. We'll be
back in just a couple of minutes for the Honorable Kay Beard'’s tes-
timony.

With that, we are going to recess, and we'll be right back.

{Recess.]

Chairman PERKINS. At this time, we would like to reconvene and
turn our attentions to the words of the Honorable Kay Beard, Com-
missioner, Wayne County, Michigan.

Ms. BEarp. Thank you, Mr. Chairman.

I also am Vice Chair of the National Association of Counties’
Employment Steering Committee.

I am certainly pleased to appear before this subcommittee today
to vresent the views of county officials on the proposed changes to
JTPA. However, before I do that, I would like to congratulate you
on becoming the new chairman of the subcommittee. Knowing that
the National Association of Counties has had such a good working
relationship with the subcommittee for many, many years, we cer-
tainly welcome the opportunity to work with you and the rest of
the subcommittee, as well as Longress, as you consider these vari-
ous proposals.

Also, I am so plessed that Congressman Ford wus able to be
here. We are so pleased in Michiga.. about his appointment to the
chairmanship of the Education and Labor Committee. We are very
proud of him in Wayne County. I know that his constituents would
join me in expressing our sincerest appreciation to him for the fine
job he is doing representing the 15th Congressional District. His
leadership and vision will be a tremendous help to our Nation as
we search for better ways to educate our people and to improve the
quality of our workforce.

I was very pleased that Mr. Andrews has a good sensitivity to
county government. I also understand that Congressman Steve
Gunderson is also a strong advocate of local flexibility and an out-
spoken critic against creating additional layers of bureaucracy and
unnecessary paperwork and reporting requirements.

To return to the subject of this hearing, let me say up front that
NACO recognizes the need to make changes in the Job Training
Partnership Act and urges Congress and the administration to
move quickly in adopting the amendments necessary to improve
the delivery system. Numerous reports have been publicized recent-
ly that clearly demonstrate the need to better target services to our
most needy residents, to improve the quality of services provided to
clients, and to improve fiscal accountability. As we have done in
the past, we continue to urge that legislation be adopted that will
achieve these objectives without imposing unnecessary administra-
tive burdens on the service delivery system.

During the past 3 years, the General Accounting Office, the
Labor Department, and the Office of Inspector General conducted a
number of investigations into the JTPA program. The findings
from these investigations have focused on a number of weaknesses
in the job training delivery system. To correct these problems,
three major proposals were introduced: H.R. 2089, S. 543, and the
Department of Labor’s bill, H.R. 2803. Each bill, of course, takes a
slightly different approach to address the problems.
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Although the administration was successful in getting many of
its recommendations adopted in both bills, no agreement could be
reached on a final compromise last year because of disagreements
over proposed changes in the distribution formula, the summer
yl(;ulth employr:=nt program, client eligibility, and fiscal account-
ability.

NACO has been monitoring the progress of these proposals from
the beginning, and we have testified on the impact they would
have on the local delivery system. We have also worked very close-
}iv with Congress and the administration in the early stages of

rafting legislation. While there were some provisions adopted in
the Senate proposal that we didu't like, we generally found the
final version acceptable. Unfortunately, a few provisions were
adopted in the final House version that would impose a number of
buruensome restrictions on local programs.

We are pleased that you have decided to take a fresh look at
some of these issues. We are even more pleased that the subcom-
mittee has decided to develop a new bipartisan bill. NACO staff
has been meeting with your staff and the committee staff, and we
are optimistic that a new bill can be developed without imposing
onerous restrictions on the delivery system. We have also met with
the Labor Department on numerous occasions to comment on early
drafts of their new proposal. In general, we support many of the
changes they have discussed with us, and we are also optimistic
that the final version will be mostly acceptable. As we see it, Con-
gress and the administration will be a lot closer this year on the
proposed changes.

There are a few areas in which we would urge your favorable
consideration as you develop a new bipartisan bill.

One is cost categories and limitations on spending. Spending lim-
itations is perhaps our biggest area of ccncern. Since the enact-
ment of JTPA in 1982, local service delivery areas have experi-
enced a substantial increase in administrative responsibilities. In-
creased reporting, mcnitoring, client followup, and audit require-
ments have made it close to impossible to run effective programs
with the limited amount of administration funds. A good illustra-
tion of this problem is in my own county, where one of our main
concerns is the increasing number of Federal and State reviews.
During the past year, our program has been reviewed on 18 differ-
ent occasions by the General Accounting Office, the U.S. Depart-
ment of Labor, and the Michigan Department of Labor. Literally,
Federal and State officials are in our office almost on a daily basis.
Needless to say, these reviews require a significant amount of staff
time and cost us a substantial amount ir. administrative dollars.

Under current law, service delivery areas are required to account
for all expenditures under three categories and a limit is set on the
amount of funds that may be spent in each area: 15 percent may be
spent on administrative activities, 15 percent on support services
and 70 percent on training. Under the proposal adopted last year,
local programs would first be required to change the way they cal-
culate the limits. Ir.stead of taking a percentage of their grant allo-
cation, they would be limited to a percentage of their expenditure.
For example, local - reas receiving a $1 million grant under Title
II-A may use $150,000 for administration. Under the proposal, they
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wou'd only be able to use a percentage of what they spend, which
will not be known until the end of the program year. This would
make planning extremely difficult, since programs would have to
operate based on estimated expenditures. It would also increase the
risk for audit exceptions since programs wouldn’t be able to deter-
mine if they have exceeded the limit on spending until long after
the program year ends. We urge your support for the continued use
of the current method of calculating limits for administration and
support services based on grant allocations.

The second concern we have in this area is that the proposal
would create a fourth category for accounting purposes. This, in
our view, will prove problematic in that it will increase paperwork
and reporting requirements without necessarily improving account-
ability. This change goes against the recommendation of the JTPA
advisory committee, which recommended that the accounting proc-
ess be simplified by establishing only two categories.

The first would be program management, which would include
all administrative activities and be limited to 20 percent of the
local area’s allocation. The second would be training, which would
include all other activities and be limited to 80 percent. This would
reduce paperwork and reporting requirements without compromis-
ing on accountability.

We support increasing the cap on administrative funds from 156
percent to 20 percent and increasing the cap on support services
from 15 to 20 percent. This change recognizes the increased man-
agement responsibilities required of service delivery areas and the
additional support they will need to expand assistance to our most
needy clients.

Support services will become increasingly important as we make
the transition to serving a larger share of the most needy individ-
uals. Without increased support for transportation, child care,
meals and other personal needs, many of these clients will not be
able to avail themselves of training. While linkages with social
services and education and other job training programs will help to
defray some of the costs, the needs among these are expected to far
exceed available resources.

Whether or not current law is amended to reduce the number of
cost categorizs from three to two, activities charged to training
under current regulations should continue to be charged to train-
ing. These activities include client assessment, job search, counsel-
ing, job development and placement, all of which are vital to ensur-
ing that clients receive adequate services to find employment after
thﬁ?’ are trained.

here is one other concern that we have about the cost limita-
tion. While the proposed legislation would increase the limit on
support services, we feel the demand will still far exceed available
resources. We must keep in mind that we will be required to
expand s2rvices to clients who, in many instances, will require
long-term training to prepare for decent paying jobs. The longer
they are in training, the more it will cost us to provide child care,
transportation, meals, and other support services. Most of our cli-
ents will not be welfare recipients and, therefore, will not have
income subsidies, food stamps, Medicaid, and other support serv-
ices.
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As we expand services to our most needy clients, it will be ex-
tremely important to establish linkages with social service pro-
grams that can assist in providing support to our clients. Even if
we do, available resources for support services are expected to be
inadequate to meet the needs. Local areas are more likely to estab-
lish linkages with agencies that can share in paying the cost of
training than share in paying the cost of support services.

While linkages are vital to ensuring the most efficient and effec-
tive use of funds, we are convinced that they alone will not address
this problem. Local areas must be given more flexibility in this
area if we are to ensure adequate support for our most needy resi-
dents. To ensure flexibility and the most efficient use of funds, we
urge you to consider adopting an incentive system that would
waive the cost limitations for programs that expend their funds in
an efficient and effective way by coordinating with other related
education and job training programs in the service delivery area.

Concerning fiscal integrity, based on published reports by the
Labor Department, the inspector general, and the Government Ac-
counting Office, it is clear that some changes need to be adopted to
improve fiscal accountability of the JTPA system. Many of the
problems emerged due to the lack of early Federal guidance on pro-
curement, accounting practices, and the use of revenues earned
from program activities. However, we believe the policy guidance
letter issued by the Labor Department in March of 1989, has cor-
rected many of these problems. By issuing this letter, the Depart-
ment of Labor set in place procurement standards, reimbursement
procedures, and guidelines on the use of revenues earned from pro-
gram activities.

To further ensure the fiscal integrity of this system, NACO be-
lieves that each State, in cooperation with local programs, should
establish fiscal control, accounting, certification and monitoring
procedures that comply with Generally Accepted Accounting Prin-
ciples. We would also urge the adoption of stronger rules to govern
financial management practice, stronger accountability statements,
and clear definitions of such terms as “reasonable and necessary’’
costs and profits, so that local area will know precisely what is ex-
pected of them.

Under program design, in general, we are supportive of many of
the proposed changes in the program design section. We believe
changes that would better ensure the assessment of client needs
and the provision of basic and remedial education as needed, are
steps in the right direction. However, we urge you to avoid the
adoption of overly prescriptive mandates that dictate specifically
how local programs must be designed.

Particularly, you should avoid changes that would place unneces-
sary restrictions on when job search and job placement assistance
can be provided. While we agree that JTPA should focus on provid-
ing educational and remedial activities and that job search assist-
ance should be discouraged when offered independently, we must
be sensitive to the needs of clients. For those who find themselves
in a predicament where they need a job, local programs should
have the flexibility to serve them, provided no other agency in the
area is able to assist them.

\)“ v %
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On to on-the-job-training: We acknowledge that there have been
cases of excessive use of on-the-job training contracts in the past.
To address this problem, NACO supports proposed legislation that
would limit OJT to 6 months. However, we would urge that Gover-
nors be authorized to grant waivers for longer periods under justifi-
able circumstances. We would also urge that local discretion be
maintained in determining the length of training in OJT contracts,
provided it is based on client assessment, employability plans, and
training references, such as the Dictionary of Occupational Titles.

We also urge the continuation of brokered OJT, when the SDA
uses a third party to arrange on-the-job training for participants.
Many of the problems identified in this area have been corrected
by the Department of Labor's 1989 policy letter. According to a
recent survey conducted by NACO, service delivery areas have de-
veloped guidelines and increased monitoring of OJT contracts, in-
creased the use of the Dictionary of Occupational Training as a
guide in determining the length of OJT contracts, and redirected
the number of OJT clients with prior work experience in the area
for which training is provided.

Brokered OJT is particularly useful in rural areas where trans-
portation and client accessibility may limit cur ability to assist eli-
gible client:.

On client elig:hility: based on the latest estimates, 3 percent of
the eligible client population is currently being served under JTPA.
With such limited resources, we ca'. easily understand the need tc
target services to the most needy. However, we would urge that
targeting focus on skill deficiencies rather than on population char-
acteristics. We support changes that would give priority for serv-
ices to economically disadvantaged individuals who exhibit skill de-
ficiencies, have poor work habits, and have limited English lan-
guage proficiency. To ensure flexibility, we would further urge that
local areas be permitted to target additional groups in their area so
lsong as such groups are identified in the plan and approved by the

tate.

On summer youth: On the question of combining the Title II-B
Summer Youth Program with other youth activities provided
under Title II-A, we support the continuation of a separate
summer youth title. Local service delivery areas now have the
flexibility to coordinate activities that are provided under this pro-
gram with in-school and other youth activities. In many cases, they
have already established remedial components which have proven
to be very successful in helping participants to retain what they
learned during the regular school year.

Because so many economically disadvantaged youths depend on
this program for work experience, for development of good work
habits, and for income, it should not be eliminated or restricted on
to in-school use.

Mr. Chairman, we have a few other issues which I will not men-
tion in these comments, but we have attached a complete copy of

our policy paper and resolution on the JTPA amendments for the
record.
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In conclusion, we certainly look forward to working with you as
you develop the new bipartisan bill. We stand ready to assist in
any way that we can to ensure its approval.

Again, thank you for the opportunity to testify. I would be happy
to answer any questions at the appropriate time.

[The prepared statement of Hon. Kay Beard, along with refer-
enced documents follow:]
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THANK YOU FOR THE OPPORTUNITY TO TESTIFY MR. CHAIRMAN, I
AM KAY BEARD, COMMISSIONER IN WAYNE COUNTY MICHIGAN AND VICE
CHAIR OF THE NATIONAL ASSOCIATION OF COUNTIES * EMPLOYMENT
STEERING COMMITTEE. I AM PLEASED TO APPEAR BEFORE THE
SUBCOMMITTEE TO PRESENT THE VIEWS OF COUNTY OFFICIALS ON PROPOSED
CHANGES TO THE JOB TRAINING PARTNERSHIP ACT. HOWEVER, BEFORE I
DO THAT, LET ME COMMEND YOU FOR TAKING OVER AS THE NEW CHAIRMAN
OF THE EMPLOYMENT OPPORTUNITIES SUBCOMMITTEE. THE ASSOCIATION
HAS MAINTAINED A GOOD WORKING RELATIONSHIP WITH THE SUBCOMMITTEE
OVER MANY, MANY, YEARS AND WELCOMES THE OPPORTUNITY TO WORK WITH
YOU AS CONGRESS CONSIDERS VARIOUS PROPOSALS TO IMPROVE THE JOB
TRAINING DELIVERY SYSTEM.

I ALSO WANT TO COMMEND OUR CONGRESSMAN, BILL FORD, FOR HIS
APPOINTMENT AS THE NEW CHAIRMAN OF THE EDUCATION AND LABOR
COMMITTEE. WE ARE VERY PROUD OF HIM IN WAYNE COUNTY AND I AM
SURE MOST OF HIS CONSTITUENTS WOULD JOIN ME IN EXPRESSING OUR
SINCEREST APPRECIATION TO HIM FOR THE FINE JOB HE IS DOING,
REPRESENTING THE FIFTEENTH CONGRESSIUNAL DISTRICT IN MICHIGAN. I

CAN ASSURE YOU HIS LEADERSHIP AND VISION WILL BE A TREMENDOUS

*ESTABLISHED IN 1935, THE NATIONAL ASSUCIATION OF COUNTIES
IS THE ONLY NATIONAL ORGANIZATION REPRESENTING COUNTY GOVERNMENT
IN THE UNITED STATES. THROUGH ITS MEMBERSHIP, URBAN, SUBURBAN
AND RURAL COUNTIFS JOIN TOGETHER TO BUILD EFFECTIVE RESPONSIVE
COUNTY GOVERNMENT. THE GOALS OF THE ORGANIZATION ARE TO: IMPROVE
COUNTY GOVERNMENT; ACT AS A LIAISON BETWEEN THE NATION'S COUNTIES
AND OTLER LEVELS OF GOVERNMENT: ACHIEVE PUBLIC UNDERSTANDING OF
THE ROLE OF COUNTIES IN THE FEDERAL SYSTEM.
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HELP TO OUR NATION AS WE SEARCH FOR BETTER WAYS TO EDUCATE OUR
PEOPLE AND TO IMPROVE THE QUALITY OF OUR WORK FORCE.

I WOULD ALSO BE REMISS IF I DIDN'T COMMEND A GCOD FRIEND OF
LOCAL GOVERNMENTS, CONGRESSMAN STEVE GUNDERSON, WHO IS A STRONG
ADVOCATE OF LOCAL FLEXIBILITY, AND AN OUTSPOKEN CRITIC AGAINST
CREATING ADDITIONAL LAYERS OF BUREAUCRACY AND UNNECESSARY PAPER
WORK AND REPORTING REQUIREMENTS.

AS WE TJRN TO THE SUBJECT OF THIS HEARING, LET ME SAY UP
FRONT THAT NACO RECOGNIZES THE NEED TO MAKE CHANGES IN THE JOB
TRAINING PARTNERSHIP ACT AND URGES CONGRESS AND THE
ADMINISTRATION TO MOVE QUICKLY IN ADOPTING THE AMENDMENTS
NECESSARY TO IMPROVE THE DELIVERY SYSTEM. NUMEROUS REPORTS HAVE
BEEN PUBLICIZED RECENTLY THAT CLEARLY DEMONSTRATE THE NEED TO
BETTER TARGET SERVICES TC OUR MOST NEEDY RESIDENTS, TO IMPROVE
THE QUALITY OF SERVICES PROVIDED TO CLIENTS AND TO IMPROVE FISCAL
ACCOUNTABILITY. AS WE HAVE DONE IN THE PAST, WE CONTINUE TO URGE
THAT LEGISLATION BE ADOPTED THAT WILL ACHIEVE THESE OBJECTIVZS
WITHOUT IMPOSING UNNECESSARY ADMINISTRATIVE BURDENS ON THE
SERVICE DEL1VIRY SYSTEM.

DURING THE PAST THREE YEARS, THE GENERAL ACCOUNTING OFFICE,
LABOR DEPARTMENT AND THE OFFICE OF THE INSPECTOR GENERAL

CONDUCTED A NUMBER OF INVESTIGATIONS INTO THE JTPA PROGRAM. THE

-2
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FiNDINGS FROM THESE INVESTIGATIONS HAVE FOCUSED ON A NUMBER OF
WEAKNESSES IN THE JOB TRAINING DELIVERY SYSTEM., TO CORRECT THESE
PROBLEMS, THREE MAJOR PROPOSALS WERE INTRODUCED: A HOUSE BILL
(H.R.2039), A SENATE BILL (S. 543) AND THE U.S. DEPARTMENT OF
LABOR'S BILL (H.R.2803)., EACH BILL TAKES A SLIGHTLY DIFFERENT
APPROACH TO ADDRESS THE PROBLEMS.

ALTHOUGH THE ADMINISTRATION WAS SUCCESSFUL IN GETTING MANY
OF ITS RECOMENDATIONS ADOPTED IN BOTH BILLS, NO AGREEMENT COULD
BE REACHED ON A FINAL COMPROMISE LAST YEAR BECAUSE OF
DISAGREEMENTS OVER PROPOSED CHANGES TO THE DISTRIBUTION FORMULA,
THE SUMMER YOUTH EMPLOYMENT PROGRAM, CLIENT ELIGIBILITY AND
FISCAL ACCOUNTABILITY.

NACO HAS BEEN MONITORING THE PROGRESS OF THESE PROPOSALS
FROM THE BEGINNING ANU WE HAVE TESTIFIED ON THE IMPACT THEY WOULD
HAVE ON THE LOCAL SERVICE DELIVERY SYSTEM. WE HAVE ALSO WORKED
VERY CLOSELY WITH CONGRESS AND THE ADMINISTRATION IN THE EARLY
STAGES OF DRAFTING LEGISLATION. WHILE THERE WERE SOME PROVISIONS
ADOPTED IN THE SENATE PROPOSAL THAT WE DIDN'T LIKE, WE GENERALLY
FOUND THE PINAL VERSION ACCEPTABLE. UNFORTUNATELY, A FEW
PROVISIONS WERE ADOPTED IN THE FINAL HOUSE VERSION THAT WOULD
IMPOSE A NUMBER OF BURDENSOME RESTRICTIONS ON LOCAL PROGRAMS.

WE ARE PLEASED YOU HAVE DECIDED TO TAKE A FRESH LOOK AT

SOME OF THESE ISSUES, WE ARE EVEN MORE PLEASED THAT THE
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SUBCOMMITTEE HAS DECIDED TO DEVELOP A NEW BIPARTISAN BILL. THE
NACO STAFF HAS BEEN MEETING WITH YOUR STAFF AND THE COMMITTEE
STAFF AND WE ARE OPTIMISTIC THAT A NEW BILL CAN BE DEVELOPED
WITHOUT IMPOSING ONEROUS RESTRICTIONS ON THE DELIVERY SYSTEM,

WE HAVE ALSO MET WITH THE LABOR DEPARTMENT ON NUMEROUS OCCASIONS
TO COMMENT ON EARLY DRAFTS OF THEIR NEW PROPOSAL. JIN GENERAL, WE
SUPPORT MANY OF THE CHANGES THEY HAVE DISCUSSED WITH US AND WE
ARE ALSO OPTIMISTIC THAT THE FINAL VERSION WILL BE MOSTLY
ACCEPTABLE. AS WE SEE IT, CONGRESS AND THE ADMINISTRATION WILL
BE A LOT CLOSER THIS YEAR ON THE PROPOSED CHANGES.

THERE ARE A FEW AREAS IN WHICH WE WOULD URGE YOUR FAVORABLE
CONSIDERATION AS YOU DEVELOP A NEW BIPARTISAN BILL.

COST CATEGORIES AND LIMITATIONS ON SPENDING

SPENDING LIMITATIONS IS PERHAPS OUR BIGGEST AREA OF
CONCERN. SINCE THE ENACTMENT OF JTPA IN 1982, LOCAL SERVICE
DELIVERY AREAS HAVE EXPERIENCED A SUBSTANTIAL INCREASE IN
ADMINISTRATIVE RESPONSIBILITIES. INCREASED REPORTING,
MONITORING, CLIENT FOLLOW UP AND AUDIT REQUIREMENTS HAVE MADE IT
CLOSE TO IMPOSSIBLE TO RUN EFFECTIVE PROGRAMS WITH THX LIMITED
AMOUNT OF ADMINISTRATION FUNDS. A GOOD ILLUSTRATION OF THIS
PROBLEM IS IN MY OWN COUNTY WHERE ONE OF OUR MAIN CONCERNS IS THE
INCREASING NUMBER OF FEDERAL AND STATE REVIEWS. DURING THE PAST
YEAR, OUR PROGRAM HAS BEEN REVIEWED ON EIGHTEEN DIFFERENT
OCCASIONS BY THE GENERAL ACCOUNTING OFFICE, THE US DEPARTMENT OF
LABOR, AND THE MICHIGAN DEPARTMENT OF LABOR. LITERALLY, FEDERAL

-4~
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AND STATE OFFICIALS ARE IN OUR OFFICE ALMOST ON A DAILY BASIS.
NEEDLESS TO SAY, THESE REVIEWS REQUIRE A SIGNIFICANT AMOUNT OF
STAFF TIME AND COST US A SUBSTANTIAL AMOUNT IN ADMINISTRATIVE
DOLLARS.

UNDER CURRENT LAW, SERVICE DELIVERY AREAS ARE REQUIRED TO
ACCOUNT FOR ALL EXPENDITURES UNDER THREE CATEGORIES AND A LIMIT
IS SET ON THE AMOUNT OF FUNDS THAT MAY BE SPENT IN EACH AREA: 15
PERCENT MAY BE SPENT ON ADMINISTRATIVE ACTIVITIES, 15 PERCENT ON
SUPPORT SERVICES AND 70 PERCENT ON "RAINING. UNDER THE PROPOSAL
ADOPTED LAST YEAR, LOCAL PROGRAMS WOULD FIRST BE REQUIRED TO
CHANGE THE WAY THEY CALCULATE THE LIMITS. INSTEAD OF TAKING A
PERCENTAGE OF THEIR GRANT ALLOCATION, THEY WOULD BE LIMITED TO A
PERCENTAGE OF THEIR EXPENDITURE. FOR EXAMPLE, LOCAI AREAS
RECEIVING A $1 MILLION GRANT UNDER TITLE II A, MAY USE $150,000
FOR ADMINISTRATION. UNDER THE PROPOSAL, THEY ¥_ULD ONLY BE ABLE
TO USE A PERCENTAGE OF WHAT THEY SPEND, WHICH WILL NOT F_ KNOWN
UNTiL THE END OF THE PROGRAM YEAR. THIS WOULD MAKE PLANNING
EXTREMELY DIFFICULT, SINCE PROGRAMS WOULD HAVE TO OPERATE BASED
ON ESTIMATED EXPENDITURES. IT WOULD ALSO INCREASE THE RISK FOR
AUDIT EXCEPTIONS SINCE PROGRAMS WOULDN'T BE ABLE TO DETERMINE IF
THEY HAVE EXCEEDED THE LIMIT ON SPENDING UNTIL LONG AFTER THE
PROGRAM YEAR ENDS. WE URGE YOUR SUPPORT FOR THE CONTINUED USE OF
THE CURRENT METHOD OF CALCULATING LIMITS FOR ADMINISTRATION AND

SUPPORT SERVICES BASED ON GRANT ALLOCATIONS.

THE SECOND CONCERN WE HAVE IN THIS AREA IS THAT THE
PROPOSAL WOULD CREATE A FOURTH CATEGORY FOR ACCOUNTING PURPOSES.

B
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THIS, IN OUR VIEW, WILL PROVE PROBLEMATIC IN THAT IT WILL
INCREASE PAPER WORK AND REPORTING REQUIREMENTS, WITHOUT
NECESSARILY IMPMOVING ACCOUNTABILITY. THIS CHANGE GOES AGAINST
THE RECOMMENDATION OF THE JTPA ADVISORY COMMITTEE, WHICH
RECOMMENDED THAT THE ACCOUNTING PROCESS BE SIMPLIFIED BY
ESTABLISHING ONLY 4WO CATEGORIES. THE FIRST WOULD BE PROGRAM
MANAGEMENT, WHICH WOULD INCLUDE ALL ADMINISTRATIVE ACTIVITIES AND
BE LIMITED TO 20 PERCENT OF A LOCAL AREA'S ALLOCATION. THE
SECOND WOULD BE TRAINING, WHICH WOULD INCLUDE ALL OTHER
ACTIVITIES AND BE LIMITED TO 80 PERCENT, THIS WoULD REDUCE PAPER
WORK AND REPORTING REQUIREMENTS WITHOUT COMPROMISING ON
ACCOUNTABILITY.

WE SUPPORT INCREASING THE CAP ON ADMINISTRATIVE FUNDS FROM
15 PERCENT TO 20 PERCENT AND INCREASING THE CAP ON SUPPORT
SERVICES FROM 15 TO 20 PERCENT. THIS CHANGE RECOGNIZES THE
INCREASED MANAGEMENT RESPONSIBILITIES REQUIRED OF SERVICES
DELIVERY AREAS AND THE ADDITIONAL SUPPORT THEY WILL NEED TO
EXPAND ASSISTANCE TO OUR MOST NEEDY CLIENTS.

SUPPORT SERVICES WILL BECOME INCREASINGLY IMPORTANT AS WE
MAKE THE TRANSITION TO SERVING A LARGER SHARE OF THE MOST NEEDY
INDIVIDUALS., WITHOUT INCREASED SUPPORT FOR TRANSPORTATION, CHILD
CARE, MEALS AND OTHER PERSONAL NEEDS, MANY OF THESE CLIENTS WILL
NOT BE ABLE TO AVAIL THEMSELVES OF TRAINING., WHILE LINKAGES WITH
SOCIAL SERVICE AND EDUCATION AND OTHER JOB TRAINING PROGRAMS WILL
HELP TO DEFRAY SOME OF THE COSTS, THE NEEDS AMONG THESE ARE
EXPECTED TO FAR EXCEED AVAILABLE RESOURCES.

-6=
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WHETHER OR NOT CURRENT LAW IS AMENDED TO REDUCE THE NUMBER
OF COST CATEGORIES FROM THRED TO TWO, ACTIVITIES CHARGED TO
TRAINING UNDER CURRENT REGULATIONS SHOULD CONTINUE IO BE CHARGED
TO TRAINING. THESE ACTIVITIES INCLUDE CLIENT ASSESSMENT, JOB
SEARCH, COUNSELING, JOB DEVFLOPMENT AND PLACEMENT, ALL OF WHICH
ARE VITAL TO ENSURING THAT CLIENTS RECEIVE ADEQUATE SERVICES TO
FIND EMPLOYMENT AFTER THEY ARE TRAINED.

THERE IS ONE DILEMMA THAT THE NEW LEGISLATION POSES FOR
LOCAL PROGRAMS. ON THE ONE HAND WE WILL BE REQUIRED TO SPEND UP
TO A CERTAIN AMOUNT OF OUR FUNDS ON TPAINING, ON THE OTHER, WE
WILL BE REQUIRED TO ESTABLISH STRONGER LINKAGES WITH RELATED
EDUCATION AND JOB TRAINING AGENCIES TO AVOID DUPLICATION AND
WASTE. IF WE DO A GOOD JOB ESTABLISHING THESE LINKAGES AND THE
AGENCIES AGREE TO PAY FOR EITHER ALL OR A PORTION OF THE COST FOR
TRAINING SOME OF OUR CLIENTS, WE MAY FIND IT INCREASINGLY
DIFFICULT TO SPEND OUR OWN TRAINING DOLLARS. FOR EXAMPLE, IF WE
ESTABLISH LINKAGES WITH VOCATIONAL EDUCATION, THE NEW WELFARE
JOBS PROGRAM AND ADULT AND BASIC EDUCATION, IT IS CONCEIVABLE
THAT WE MAY SAVE A SUBSTANTIAL AMOUNT IN TRAINING FUNDS., THE
PROBLEMS THAT CONCERN US ARE: (1) WE WILL NOT HAVE ENOUGH FUNDS
FOR SUPPORT SERVICES AS WE ARE REQUIRED TO EXPAND SERVICES TO THE
MOST NEEDY AND (2) UNDER PROPOSED LEGISLATION, WE COULD BE
PENALIZED IN THAT THE SECRETARY WOULD BE AUTHORIZED TO REALLOCATE
ANY AMOUNT OF FUNDS THAT CAN NOT BE SPENT IN A REASONABLE TIME

FRAME,

-

RIC

Aruitoxt provided by Eic:



119

ALTHOUGH WE UNDERSTAND THE NEED TO ESTABLISH SOME CONYROL
OVER SPENDING, IT IS UNFORTUNATE THAT THE LAW PLACES MORE
EMPHASIS ON MAKING SURE THAT A CERTAIN AMOUNT IS SPENT ON
TRAINING THAN ON MAKING SURE 'fHAT CLIENTS GET THE SERVICES THEY
NEED TO PREPARE FOR GOOD PAYING JOBS., TO ENSURE THAT FUNDS ARE
EXPENDED IN THE MOST EFPICIENT WAY, W& UR'E YOU TO CONSIDER
ADOPTING AN INCENTIVE SYSTEM THAT WOULD WAIVE THE COST
LIMITATIONS FOR PROGRAMS THAT EXPEND THEIR FUNDS IN AN EFFICIENT '
AND EFFECTIVE WAY BY COORDINATING WITH OTHER RELATED EDUCATION
AND JOB TRAINING PROGRAMS IN THE SERVICE DELIVERY AREA.

FISCAL INTEGRITY

BASED ON PUBLISHED REPORTS BY THE LABOR DEPARTMENT, THE
INSPECTOR GENERAL AND THE GOVERMMENT ACCOUNTING OFFICE, IT IS
CLEAR THAT SOME CHANGES NEED TO BE ADOPTED TO IMPROVE FISCAL
ACCOUNTABILITY OF THE JTPA SYSTEM. MANY OF THE PROBLEMS EMERGED
DUE TO THE LACK OF EARLY FEDERAL GUIDANCE ON PROCUREMENT,
ACCOUNTING PRACTICES AND THE USE OF REVENUES EARNED FROM PROGRAM
ACTIVITIES. HOWEVER, WE BELIEVE THFE POLICY GUIDANCE LETTER
ISSUED BY THE LABOR DEPARTMENT IN MARCH 1989 HAS CORRECTED MANY
OF THESE PROBLEMS. BY ISSUING THIS LETTER, DOL SET IN PLACE
PROCUREMENT STANDARDS, REIMBURSEMFNT PROCEDURES AND GUIDELINES ON
THE USE OF REVENUES EARNED FROM PROGRAM ACTIVITIES.

TO FURTHER ENSURE THE FISCAL INTEGRITY OF THE SYSTEM, NACO
BELIEVES THAT EACH STATE, IN COOPERATION WITH LOCAL PROGRAﬂS,
SHOULD ESTABLISH FISCAL CONTROL, ACCOUNTING, CERTIFICATION AND

-fe
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MONITORING PROCEDURES THAT COMPLY WITH GENERALLY ACCEPTED
ACCOUNTING PRINCIPLES. WE WOULD ALSO URGE THE ADOPTION OF
STRONGER RULES TO GOVERN FINANCIAL MANAGEMENT PRACTICE, STRONGER
ACCOUNTABILITY STATEMENTS AND CLEAR DEFINITIONS OF SUCH TERMS AS
YREASONABLE AND NECESSARY" COSTS AND PROFITS SO THAT LOCAL AREAS
WILL KNOW PRECISELY WHAT IS EXPECTED OF THEM.

PROGRAM DESIGN

IN GENERAL WE ARE SUPPORTIVE OF MANY OF THE PROPOSED
CHANGES IN THE PROGRAM DESIGN SECTION. WE BELIEVE CHANGES THAT
WOULD BETTER ENSURE THE ASSESSHMENT OF CLIENT NEEDS AND THE
PROVISION OF BASIC AND REMEDIAL EDUCATION AS NEEDED, ARE STEPS IN
THE RIGHT DIRECTION. HOWEVER, WE URGE YOU TO AvVOID THE ADOPTION
OF OVERLY PRESCRIPTIVE MANDATES THAT DICTATE SPECIFICALLY HOW
IOCAL PROGRAMS MUST BE DESIGNED. PARTICULARLY, YOU SHOULD AVOID
CHANGES THAT WOULD PLACE UNNECESSARY RESTRICTIONS ON WHEN JOB
SEARCH AND JOB PLACEMENT ASSISTANCE CAN BE PROVIDED. WHILE WE
AGREE THAT JTPA SHOULD FOCUR ON PROVIDING EDUCATIONAL AND
REMEDIAL ACTIVITIES AND THAT JOB SEARCH ASSISTANCE SHOULD BE
DISCOURAGED WHEN OFFERED INDEPENDENTIY, WE MUST BE SENSITIVE TO
THZ NEEDS OF CLIENTS. FOR THOSE WHO FIND THEMSELVES IN A
PREDICAMENT WHERE THEY NEED A JOB, IOCAL PROGRAMS SHOULD HAVE THE
FLEXIBILITY TO SERVE THEM, PROVIDED NO OTHER AGENCY IN THE AKEA
IS ABLE TO ASSIST THEM.

ON~THE-JOB TRAINING

Q 1
ERIC

Aruitoxt provided by Eic:

~
to
"



121

WE ACKNOWLEDGED THAT THERE HAVE BEEN CASES OF EXCESSIVE USE
OF ON-THE-JOB TRAINING CONTRACTS IN THE PAST. TO ADDRESS THIS
PROBLEM, NACO SUPPORTS PROPOSED LEGISLATION THAT WOULD LIMIT OJT
TO SIX MONTHS. HOWEVER, WE WOULD URGE THAT GOVERNORS BE
AUTHORIZED TO GRANT WAIVERS FOR LONGER PERIODS UNDER JUSTIFIABLE
CIRCUNSTANCES. WE WOULD ALSO URGE THAT LOCAL DISCRETION BE
MAINTAINED IN DETERMINING THE LENGTH OF TRAINING IN OJT
CONTRACTS, PROVIDED IT IS BASED ON CLIENT ASSESSMENT,
EMPLOYABILITY PLANS AND TRAINING REFERENCES SUCK AS THE
DICTIONARY OF OC'CUPATIONAL TITLES.

WE ALSO URGE THE CONTINUATION OF BROKERED OJT (WHEN THE SDA
USES A THIRD PARTY TO ARRANGE ON-THE-JOB TRAINING FOR
PARTICIPANTS). MANY OF THE PROBLEMS IDENTIFIED IN THIS AREA HAVE
BEEN CORRECTED BY DOL'S 1989 POLICY LETTER. ACCORDING TO A
RECENT SURVEY CONDUCTED BY NACO, SERVICE DELIVERY AREAS HAVE
DEVELOPED GUIDELINES AND INCREASED MONITORING OF OJT CONTRACTS,
INCREASED THE USE OF THE DICTIONARY OF OCCUPATIONAL TRAINING AS A
GUIDE IN DETERMINING THE LENGTH OF OJT CONTRACTS, AND REDIRECTED
THE NUMBER OF OJT CLIENTS WITH PRIOR WORK EXPERIENCE IN THE AREA
FOR WHICH TRAINING IS PROVIDED. BROKERED OJT IS PARTICULARLY
USEFUL IN RURAL AREAS WHERE TRANSPORTATION AND CLIENT
ACCESSIBILITY MAY LIMIT OUR ABILITY TO ASSIST ELIGIBLE CLIENTS.

CLIENT ELIGIBILITY

BASED ON THE LATEST ESTIMATES, LESS THAN THREE PERCENT OF
THE ELIGIBLE CLIENT PGPULATION ARE CURRENTLY BEING SERVED UNDER
-10~-
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JTPA. WITH SUCH LIMITED RESOURCES, WE CAN EASILY UNDERSTAND THE
NEED TO TARGET SERVICES TO THE MOST NEEDY. HOWEVER, WE WOULD
URGE THAT TARGETING FOCUS ON SKILL DEFPICIENCIES RATHER THAN
POPULATION CHARACTERISTICS. WE SUPPORT CHANGES THAT WOULD GIVE
PRIORITY FOR SERVICES TO ECONOMICALLY DISADVANTAGED IMDIVIDUALS
WHO EXHIBIT SKILL DEFICIENCIES, HAVE POOR WORK HABITS AND HAVE
LIMITED ENGLISH LANGUAGE PROFICIENCY. TO ENSURE FLEXIBILITY, WE
WOULD FURTHER URGE THAT IOCAL AREAS BE PERMITTED TO TARGET
ADDITIONAL GROUPS IN THEIR AREA, SO LONG AS SUCH GROUPS ARE
IDENTIFIED IN THE PLAN AND APPROVED BY THE STATE.

SUMMER YOUTH

ON THE QUESTION OF COMBINING THE TITIE II B SUMNMER YOUTH
PROGRAM WITH OTHER YOUTH ACTIVITIES PROVIDED UNDER TITLE II A, WE
SUPPORT THE CONTINUATION OF A SEPARATE SUMMER YOUTH TITLE. LOCAT
SERVICE DELIVERY AREAS NOW HAVE THE FLEXIBILITY TO COORDINATE
ACTIVITIES PROVIDED UNDER THIS PROGRAM WITH IN-SCHOOL AND OTHER
YOUTH ACTIVITIES. IN MANY CASES, THEY HAVE ALREADY ESTABLISHED
REMEDIAL COMPONENTS WHICH HAVE PROVEN TO BE SUCCESSFUL IN HELPING
PARTICIPANTS TO RETAIN WHAT THEY LEARNED DURING THE REGULAR
SCHOOL YEAR.

BECAUSE SO MANY ECONOMICALLY DISADVANTAGED YOUTHS DEPEND ON
THIS PROGRAM FOR WORK EXPERIENCE, FOR DEVELOPMENT OF GOOD WORK
HABITS AND FOR INCOME, IT SHOULD NOT BE ELIMINATED OR RESTRICTED

ONLY TO IN-SCHOOL YOUTH.

-11-
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MR. CHAIRMAN, WE HAVE A FEW OTHER ISSUES WHICH I WILL NOT
MENTION IN MY ORAL COMMENTS BUT WE HAVE ATTACHED A COMPLETE COPY
OF OUR POLICY PAPER AND RESOLUTION ON THE JTPA AMENDMENTS FOR THE
RECORD. ) IN CONCLUSION, WE LOOK FORWARD TO CONTINOUSLY WORKING
WITH YOU AS YOU DEVELOP THE NEW BIPARTISAN BILL AND WE STAND
READY TO ASSIST YOU IN ANY WAY WE CAN TO ENSURE ITS APPROVAL.
AGAIN, THANK YOU FOR THE OPPORTUNITY TO TESTIFY. I WOULD BE
HAPPY TO ANSWER ANY QUESTIONS AT THE APPROPRIATE TIME.

-12-
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5/14/91
SUMMARY

JOB TRAINING FOR THE FUTURE

This paper represents the views of the National Association of Counties on {ssues surrounding proposed
changes to the Job Training Partnership Act (JTPA), which provides federal assistance to states and
localities to assist economically disadvantaged individuals with training and job placement. Since the
enactment of JTPA in 1982, a number of reports have been published by the General Accounting Office,
the U.S. Department of Labor, and the Office of the Inspector General at the US. Department of Labor.
These reports have focused on certain weaknesses in the delivery system of the program. During the
past three years, Congreas and the Administration have been trying to drum up support for three
separate proposals to address these weaknesses. While the primary objectives behind each bill are: to
improve targeting of services to the most needy, to improve the quality of services to clients and to
improve fiscal accountability, each proposal takes a different approach to address these issues.

In developing this paper, NACo's Employment Steering Committee (ESC), which is comprised mostly
of elected officials, and the Training and Employment Professionals (NACTEP), an affiliate which is
comprised mostly of job training administrators, reviewed each proposal and singled out those issues
which they felt were most important to county service delivery areas. To prepare for this undertaking,
the leadership of the ESC and NACTEP met for two days in March 1991, At the meeting, they were
briefed by Hil! staff on the status of the proposals. They then considered the pros and cons of cach issue
before agreeing on policy recommendations. The recommendations that came out of the joint l-adership
meeting were further discussed and dcebated at the full meeting of both groups before being aciopted as

final policy.

The National Association of Counties recognizes the need to make changes in JTPA and urges Congress to
move quickly to enact amendments that will expand and improve the quality of job training services for
those who are most in need, and improve fiscal accountability. This paper identifies eight key areas of
concern to county officials involved in the delivery of job training services under the Job Training
Partnership Act. The areas include: program design, cost categories and limitations on spending, fiscal
integrity, client eligibility, summer youth employment and training programs, program set-asides, on-
the-job training (OfT), and the sunset (expiration date) provision. A summary of NACo's policy and
supporting rationale on each issue follows.

PROGRAM DESIGN

Proposed changes, that would better ensure the assessment of client needs and the provision of basic and
occupational training and supportive services, are commendable. However, Congress should avoid
adopting overly prescriptive mandates that specifically dictate how local programs must be designed.
Overly prescriptive mandates will hamper the local decision making process in designing programs to
meet the unique needs of local clients. Programs should be designed with the overall needs of clients in
focus, which should be the determining factc. in assigning costs.

COST CATEGORIES AND LIMITATIONS ON SPENDING

The current 15 percent limitation on administrative costs is inadequate, considering the increased fiscal
burdens placed on local programs by increased reporting, management, client follow-up and audit
requirements. NACo supports raising the limitation to 20 percent of the funds available to service
delivery areas. Limitations on categorical expenditures should be structured so that effective job
training and support services may be provided to participants. Ideally, two cost categories should be
established: management (20 percent of available funds) and trainirig (80 percent of available funds).
1f two categories are not adopted, activities charged to training under current law and regulations must

1 National Association of Counties
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be maintained, with the exception that all costs related to work experience and counseling should be
charged to training.

FISCAL INTEGRITY

The need to improve fiscal integrity of the JTPA program is evidenced in numerous reports published
over the past few years. Efforts by the Department of Labor and the Office of the Inspector General to
ensure fiscal integrity among JTPA programs should focus on the adoption and implementation of
stronger rules and accountability statements and on defining such terms as "reasonable and necessary”
costs and profits. Fixed unit price contracts, as defined in DOL's March 1989 policy guidance letter,
should be maintained. Problems identified in this area, due largely to the lack of federal guidance on
procurements and the use of excess revenues, have been addressed in the March 1989 guidance,

CLIENT ELIGIBILITY

With limited resources in JTPA, NACo recognizes the need to give priority for services to those who are
most in need. Legislation should be enacted that would give Ppriority for services to economically
disadvantaged individuals who exhibit skill deficiencies, have poor work histories and have limited
English language proficiency, although no specific percentages should be assigned to any of these
characteristics. Moreover, local job training programs should be permitted to target services to specific
groups designated by local officials. In addition, support is also urged for increasing from 10 to 15
percer - the eligibility window ( the ability to serve individuals with barriers to employment who are
not economically disadvantaged) for adult and youtk Title lIA participants.

SUMMER YOUTH EMPLOYMENT AND TRAINING PROGRAM

A separate summer youth title is imperative and must be retained, SDA's should retain the authority
to combine the summer youth program with in-school and other youth activities under JTPA to address
the employment and training needs of youth in a comprehensive manner.

PROGRAM SET-ASIDES

As SDAs are required to target services to the most needy, Congress must recognize the need for
additional funds to pay the higher cost associated with training those with greater needs. To increase
the percentage of funds available to local service delivery areas, funds set aside in the state allotment
for oider workers and education programs should be passed from the states to service delivery areas for
coordination grants, These grants should be awarded by SDAs, according to distribution formulas
determined by local officials, to local education agencies, veterans organizations, unions and
community-based organizations. The 6 percent set-aside for incentive grants is an effective way of
encouraging improved performance and must be maintained as written under current law.

ON-THE -JOB-TRAINING

Due to the lack of guidance in on-the-job training (OJT), the length of OJT contracts have been excessive
in some cases. To address this problem, NACo supports limiting OJT o 6 months. To run effective OJT
programs, local discretion in determining the length of training for esch participant should be based on
client assessments, employability plans and references, such as the Di Occupal .
Brokered OJTs (when the SDA uses a third party to arrange on-the-job training for participants) should
be maintained.
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SUNSET PROVISIONS

JTPA's permanent authorization must be maintained. The need tor job training services will exist as
long as there are economically disadvantaged individuals. To deny them access to training and job
placements will prolong their dependency on federal entitlement and other welfare programs.

NACo believes that any changes to JTPA must be done with great care to ensure that the needs of the
nation's economically disadvantaged population continue to be met. As technology advances and labor
markets change, our capacity to shape a productive and creative workforce will become increasingly
important. JTPA is and will be the preeminent tool for properly training the nation's economically
disadvantaged to be part of the workforce of tomorrow. Congress and the Administration must continue
to provide states and local areas the fiscal and programmatic tools to respond to the ongoing
employment and training needs of our nation's poor.

3 ¢ Nationa! Association of Counties
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Job Training for the Future

A Joint Policy Paper of the National Association of Counties
Employment Steering Committee
and the
National Association of County Training and Employment Professionals

Introduction

During 1991, Congress and the US. Department of Labor (DOL) are expected to seriously consider
amendments to the Job Training Partnership Act JTPA). This "white paper” presents the views of
county elected officials and administrators in the job training community. It was developed by the
National Association of County Training and Employment Professionals (NACTEP) and the National
Association of Counties (NAC0) Employment Steering Committee (ESC). It represents the consensus
view of some of the most active job training administrators and local elected officials within the job
training community.

OVERVIEW

Since passed into law in 1982, JTPA has been the preeminent federally sponsored second chance job
training program for the nation’s economically disadvantaged. Over the past eight years locally
operated JTPA programs have trained between 750,000 and 1 million persons each year in various
occupations, For some individuals, [TPA has meant the difference between dependence and
independence. For others, the training has enabled them to build self-esteem by becoming meaningful
contributors to society.

Since 1988, numerous efforts have been undertaken to amend JTPA. During the 101st Congress these
efforts culminated in the passage of amendments in the Senate and House of Representatives. But
Congress was unable to reach agreement on a compromise bill, and consequently, final amendments were
never adopted. Now that the first session of the 102nd Congress is well under way, momentum is
building to consider again JTPA reforms .

NACo supporis legislative and administrative efforts to improve JTPA. County officials believe that
periodic changes are necessary if local job training programs are to remain responsive to the job training
needs of clients, the employment needs of business, and the community needs of elected officlals.

Job training for the nation's poor and under-skilled is critical to American competitiveness in
hemisphere and world markets. A well trained workforce {s necessary if the United States is to
remain an economic leader. Two things are certain: (1) no one benefits from an under-skilled and under-
utilized workforce and (2) productivity and creativity in the workplace must be encouraged if we are to
maintain the current American standard of living.

POLICY I1SSUES AND RECOMMENDATIONS
This paper identifies eight issue areas that county officials believe are important and NACo urges
DOL and Congress to keep them in mind as various proposals are considered for changing JTPA. They
are program design, cost categories and limitations on spending, fiscal integrity, client eligibility, the
summer youth employment and training program, program set-asides, on-the-job training, and the
sunset provision. Policy recommendations are presented for each, foliowed by supporting rationale.
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L PROGRAM DESIGN

Programs should be designed with the overall needs of clients in focus, which should be the determining
factor in assigning costs to various categories.

NACo supports proposed chamges that would better emsure the assessment of client needs and the
provision of basic, remedial and occupational treiningand support services as needed.  However, overly
prescriptive mandates that specifically dictate how programs must be designed, should be avoided.
This approach will severely hamper local flexibility in making decisions about the ways in which
program services should be delivered. Overly prescriptive program designs may force service delivery
areas (SDAS) to expend funds and provide services that do not benefit participants. SDAs should be
granted the flexibility to transfer funds between their adult and youth programs to increase the overall
effectiveness of job training services,

SDAs have responded positively to DOL.'s request that job training programs be enhanced to ensure that
clients receive the broad range of services necessary for becoming productive workers. However, the
needs of clients vary from SDA to SDA. Efforts to impose specific program designs on SDAs may
negatively impact client participation by reducing a person's willingness or ability to remain in the
program. Recommendations that job training programe emphasize educational and remedial activities
and discourage job search assistance when offered independently of other services are appropriate.
However, requirements that specific program designs be followed are inappropriate given the
diversity among SDAs.

For example, efforts to eliminate job search assistance services may result in the inability of SDAs to
serve the category of people who cannot afford to remain in job training due to financial emergencies, but
Who nwed assistance. Failure to assist these people may deny them access to the job market. For many
clients, a job is a more practical alternative to training.

In the past, local officials have been able to design training programs that met the specific needs of
clients and employers, alike. Because local officials are in the best position to know the needs of clients
and the business community, they should retain the flexibility to design their programs accordingly.

IL COST CATEGORIES AND LIMITATIONS ON SPENDING

Current expenditure limitations should be structured so that effective job training and support services
may be provided to participants.

Increased reporting, management, cliem: follow-up and andii requirements have placed additional
fiscal burdens on local job training prograns. The cutrent administrative cost limitation of 15 percent is
inadequate to meei these increased requirenents and their related costs. To address this problem, the
limit on administrative expenditure pev.cnt should be raised from 15 to 20 percent. Moreover, the
amount of administrative management doilars available in any program yeer should be based om the
local job training program’s allocation and wot on its expenditure jevel.

Current law establishes three cost categories (administration, supportive services and training ) for all
ITPA Title Il programs. However, it should be amended to include two cost categories. The firs,
management, should include those expenditures now classified es administration; the second, training,
should include all other expenditures.

Whether or mot current law s amended to reduce cost categories from three to two, client assessment
activities should be classified as & training activity. Current regulations, which permit assessment, job
search, counseling, job development and placement activities to be charged to traiming, must be
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maintained to ensure that participants receive appropriale education, job training and velated
assistance.

The law should be amended to allow 100 percent of work experience and counseling cosls to be charged
to training.

A. Administrative Costs

The law allows SDAs to expend up to 15 percent of each year's allocation on administrative activitles,
These activities cover programmatic and fiscal responsibilities mandated by JTPA, but not those
directly related to the provision of training. NACo believes that the sdministrative cost limitation
must be raised from 15 to 20 percent to ensure that programmatic and fiscal responsibilities are met, such
as those required by recent changes to JTPA Annual Status Report (JASR).

B. Supportive Services Costs
The law allows SDAs to expend 15 percent of funds for supportive services. Supportive services include
needs-based payments and other assistance designed to help clients meet financial obligations while in
training. SDAs may provide financial assistance to clients for transportation to and from training,
meals, day care services, or other needs that might prevent clients from remaining in the job training
.” Under current law SDAs may expend more than 15 percent on supportive services, without
requesting special waivers from governors, if the total expenditure for administration and support does
not exceed 30 percent. However, recent DOL initiatives have underscored the need to provide clients
longer term, enhanced job training assistance. SDAs have attempted to respond by providing enhanced,
long:-term job training, but they must be given authority to use more funds for support services as they
serve more clients with greater need. Therefore, NACo urges that the limit on supportive services
expenditures be increased from 15 to 20 percent and the limit on joint sdministrative and supportive
services expenditures be increased from 30 to 40 percent. Use of supportive services resources in this
manner is critical if local programs are to move successfully to longer term, enhanced job training for
harder-to-serve clients.

C. Cust Category Calculations

Current law permits a local job training program to use up to 15 percent of its annual grant on
sdministrative activities. Such an approach allows service delivery areas to determine the amount of
funds available for administration. SDAs can plan for administrative activities based on a pre-
determined amount. Efforts to amend current law 30 that sdministration expenditures are based on a
percentage of actual annual costs will add a substantial amount of uncertainty to the planning process.

Moreover, current law prohibits SDAs from altering the “character” of the funds. Once funds have been
allocated to a specific cost category they must retain that character even if they are carried over to the
next program yesar. Thus, training funds which are unexpended during one program year may not be
rolled into the total grant against which administrative, supportive and training funds are allocated.
These funds must be carried forward as training funds and spentas such.

D. Cost Category Changes

Efforts to increase the number of cost categories from three {o four (administration, support, training
and training-related services) will prove burdensome and problematic. Increased regulation,
additional accounting and financial management, and decreased client assistance will be the
consequences of this change. Effosts to reform the cost category system should focus on simplification.
The Job Training Partnership Act Advisory Committee noted that two principle activities dominate
the job training system. The first, program management, includes all administrative activities. The
second, services, includes all those activities directed at the clients. Establishment of two categories
(management and services) would enable SDAs to allocate funds more efficiently and ensure that funds
are available to meet the broad range of job training services that local programs are required to
provide.
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Furthermore, cost categories effectively direct SDAs on how o expend their funds by encouraging them
to spend up to the mandated limit. In other words, cost categories guarantee that a specific amount of
mosey will be spent regardiess of whether or not it is in the best interest of the local program and its
clients. Specifically, 15 percent is spent for program administration, 15 percent for support services, and
70 percent for training (61 percent for tralning and 9 percent for training-related services, if the
proposal 1o establish four cost categories is adopted). To ensuve that funds are expended in an efficient
and effective way, NACo urges Congress and DOL to consider a system of incentives that would waive
the limitations on categories for job training programs that expend their funde in the most efficient and
effective way by coordinating thelr training activities with community colleges, Pell Grant
institutions, weifare and economic development agencles and other feders), state and local programs,

Finally, NACo recommends that JTPA's Title 11l cost categories be amended to reflect those used in
Title il and that the cost categories in Title 11l be based on allocation, rather than expenditure, as
provided in current law.

E. Work .

Work experience is 8 training function. It is an important and valuable job training tool. It enables
SDAs to provide clients valuable job site experience, which, when based on a system of competencies,
provides clients, especially those with limited or no work experience, with job-related and workplace
skills. It has been shown to be a very valuable training tool for dropouts who may reject classroom
training but are willing to accept training at & work site for which they are paid,

111, FISCAL INTEGRITY

A. Fixed Unit Price Contracts
Performance-based contracting should be maintained.

Problems identified esrlier in fixed unit price contracting, due largely to & lack of federal or state
guidance in procurements and the use of excess revenues, have been addressed by DOL's March 1989
policy guidamce letier. It promulgated procurement standards, FUPC reimbursement procedures and
uidelines for the use of excess revenues. These corrective actions shouid be edopted, implemented and
their cffectiveness evaluated to address the concerns of the Inspector General.

The elimination of FUPC as a contracting method would eliminate an important contracting tool used by
SDAs to ensure contractor compliance. Pixed unit price contracis enable SDAs to deny payments to
contractors when they fail to achieve the training and job placement goals required by their contract.

Congress and DOL have expressed some concerns over the use of FUPC. However, the USS. Department
of Labor, in keeping with its ongoing efforts to improve the system's contracting and procurement
procedures, has proposed a set of guidelines to permit the continued use of FLIPC and ensure that fiscal
integrity be maintained.

B. Fiscal Management

To emaure the fiscal integrity of the job training system, NACo urges the adoption and implemeniation
of stronger rules governing financial management, stronger accountability statements and clear
definitions of terms such as “reasonable and necessary” costs and profits.

Appropriste fiscal management of local JTPA programs is a principle concern for job training

administrators. Nothing can do more hari to the lob training system than allegations of improper
fiscal management.
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A hallmark of the nation's job training system has been the ability of states andd SDAs to adopt fiscal
management, procurement and cost determination systems that fit the specific needs and requirements of
the state or local jurisdiction. However, Questions have arisen about the appropriateness of these
varied, Iccally based fiscal management systems. The Inspector General, in particular, has raised
significant questions about their appropriateness.

Various amendments to the Job Training Partnership Act have been proposed to address this issue.
NACo supports amendments that would maintain the system‘s high levei of fiscal integrity through
the use of generally accepted accounting principles for government. Because of the divarsity in state
and local approaches to fiscal management, and the lack of clarity from DOL on the type of fiscal
management system it would prefer, concerns have been raised about validating the overall fiscal
integrity of the job training system. However, much of this concemn results from problems experienced by
the Inspector General in sdjusting audits to fit various st te and local fiscal manzgement systems.

The fiscal management system should not be adjusted to satisfy the needs of auditors. However, NACo
believes that stronger rules, stronger accountability requirements and stronger conflict of Interest
guidelines would enable SDAs and states to modify their local fiscal management systems uo that fiscal
integrity is maintained. Each state, in cooperation with local job training programs, should establish
fiscal control, accounting, certification and monitoring procedures that are in accordance with

government generally accepted accounting principles.

IV. CLIENT ELIGIBILITY

People who are economically disadvantaged should comtinue to be eligible to receive services under
JTPA.

With Hmited resources in JTPA, NACo recognizes the need to give priority for services to those who
are most in meed. Legislation should be emacted that would give priority for services to ecomomically
disadvantaged individuals who exhibit skills deficiencies, have poor work histories and have limited
English language proficiency, although specific percentages should mot be sssigned to any of these
characleristics. Moreover, local job training programs should be permitted to target services to specific
groups designatea by local officials so long as such groups are identified in the local job training plan
and spproved by the state. To reduce paperwork at the service delivery level, people receiving Aid to
Families with Dependent Children (AFDC) énd other transfer payments should be automatically
eligible to receive JTPA services.

Support is also urged for increasing from 10 to 15 percent the dligibility window for adult and youth
Title 1A participants who are mot economically disaivantaged but have significant barriers to
employment.

Legislation has been proposed to limit eligibility to certain economically disadvantaged individuais
based on personal characteristice. Efforts 0 segregate economically disadvantaged people into groups
based on levels of need deny the reality that all economically disadvantaged persons are in substantial
need and should be able te avail themaselves of the job training services provided by JTPA programs.
Targeting of services should be based on the skills deficiencies rather than population characteristics.
Consideration shoukd be given to lack of job skills, education and work experience rather than whether
of not participants are unemployed, disabled or exhibit other characteristics, since skills deficlencles
prohibit individuals from becoming economically seif-sufficient.

Many youth who are poor, but who do not meet the JTPA economically disadvantaged criteria, are at
considerable risk of dropping out of school. The overwhelming number of dropouts within minority
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communities demonstrates the severity of this problem. To expand assistance to these individuals, the
eligibility window should be increased from 10 to 15 percent,

V. SUMMEI" YOUTH EMPLOYMENT AND TRAINING PROGRAM

A separate summer youth title is imperative and must be retained. SDAs should retain the awuthority
‘o combine the summer youth program with in-school and other youth activities under JTPA to address
the employment and training needs of youth in @ more comprehensive manner.

Eligibility under  Title 1B should be open to all ecomomically disadvantaged youths, regardless of
school status.  Priority should be given to youths with basic and vocational skills deficiencies, school
dropouls, teen parents and others with barriers to employment. Local flexibility should also be
retained in determining services for at-risk youth, because their meeds must be addressed through a
variety of programs.

Continuation of the summer youth employment and training program is crucial to the overall success of
JTPA. Many economically disadvantaged youths may not be in need of specific job training services or
inneed of a year-round program, but may be in need of the financlal assistance a summer job provides in
order to stay in school. Evaluators have pointed to the success of summer youth programa that include
remedial components. Youth participating in those programs generally return to schoo! with little or no
academic slippage; some actually show academic gains. During a period when dropout rates are
increasing and when economic safety nets are decreasing, the elimination of the summer youth
employment and training program may mean that many economically disadvantaged youths will be
unable to obtain summer employment, to realize the benefits of summer work experience including
involvement in productive activities, or to have the financial assistance they and their families necd.

VI. PROGRAM SET-ASIDES

To increase the percentage of funds available 0 local SDAs, funds currently set aside in the state
allotment for older workers and education should be passed through to SDAs for coordination grants.

These coordination gramts should be aumrded by SDAs, according to distribution formulas determined
by local officials, to local education agemcies, veterans organizations, umions and community-based
orgamizations. These grants should be administered in accordance with a plan developed by local
officials and hould be used to provide direct services 1o clients. The specific purpose of these granis
should be to .mprove services to clients and relationships among SDAs and the organizations.

The 6 percent set-aside for incentive grants must be maintained with an amendment that calls for not
less than one-sixth of such funds to be passed through by formula to the SDAs and used for capacity
building.

EHorts by the Congress and DOL to further target services to those considered most in need and lo
enhance the quality of job training services will lead, generally, to increased expenditures per client.
Therefore, SDAs will need sdditional funds to maintain current service levels. By eliminating certain
set-asides, more funds could Le made available to SDAs. This would enable SDAs to reward those
organizations that coordinated their services with JTPA and Increase the overall funds available for
program implementation so long as the services provided are in conformance with Title 11 performance
criteria.

The 6 percent incentive grants awarded to SDAs for performance is targeted at the hardest-to-serve
clients. To continue to meet the goais and objectives of Congress and the Administration in ttu 'ning the
hardest to serve, this set-aside should continue.
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VII. ON-THE-JOB TRAINING

To run an effective on-the-job training program, local discretion to determine the length of lraining
should be based on client assessment, employability plans and references such as the (DOT/SVP). To
address the problem of excessive use of OJT, NACo supports limiting OJT 1o six months. However, the
governor should be granted the authority to grant a waiver under Justifiable circumstances.

Brokered OJTs, provided by a third party, should be maintained because they represent an important
component of the JTPA training program. However, appropriate limitations showld be placed on
brokered OJTs, such as the length of @ confeact, the structure of the contract and the contents of that
coniract.

On-the-job training, overall, is a very important training tool. Not only does it ensure that an
individual receives an incone while in training, but it provides him or her with work-based learning,
which has recelved considerable favor by experts in ernployment and training. Brokered OJTs are
particularly useful in rural areas where travel and client accessibility may sever:ly limit a service
delivery area's ability to assist an eligible client. Similarly, individuals who are part of a specific
target group may be unwilling to obtain job training assistance, in general, from the local job training
program because they are not convinced that the SDA is capable of addressing their specific needs,
Exampies of such groups are ex-offenders and recent jmmigrants. In both instances these groups are not
likely to trust individuals who do not share a common background or heritage.

VIII. SUNSET PROVISION

Permanent authorization for the Job Training Partnership Act must be maintained. A sunset provision
for JTPA is ill conceived.

The Job Training Partnership Act is an integral part of the nation's training and employment system. It
is the preeminent provider of training and employment assistance to the nation's economically
disadvantaged population. Their need for the services is permanent and ongoing. To deny economically
disadvantaged individuals access to training and job placements will prolong their dependency on
federal entitlements and other welfare programs.

Some people have suggested that a sunset provision would result in constant congressional review and
improvement of the JTPA system. However, congressional review of the program has taken place on
numerous occasions since it became law in 1982. The inherent danger in & sunset provision is that
Congress may pass any legislation it deems app:opriate, simply to ensure the program’s
reauthorization without regard to the implications of the legislation.

CONCLUSIONS
NACo feels very strongly that reforms to JTPA must be done with great care. The reason has less to do
with the perpetuation of the JTPA system, and more to do with the continued availability of this
program for the nation's economically disadvantaged and under-skilled. As we move through the last

decade of the Twentieth century, the preeminent economic position of the United States is being
severely challenged by Germany and Japan. As the U.S. manufacturing base shrinks, those of Germany
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and Japan are expected to grow. As American productivity declines, that of Japan and Germany is
expected 10 increase. And as our ability to compete on world markets diminishes, that of Germany and
Japan is expected o0 be enhanced.

Increasingly, we hear sbout the failure of our schools to properly educate our youth, about the inability
of the vocational education system to properly train our young people for the work world, and about the
lack of school to work transition programs. We also hear about the presence of very effective school-to-
work transition programs throughout Europe and Japan and about & sophisticated vocational education
system in Europe and Japan based on the premise that not everyona will g0 to college, and that those
who do not should be brought into an apprentice-type program. if we are to retain our current standard
of living, we must confront these and related problems,

The Job Training Partnership Act is a second chance program that gives people the work-place skills
they lack and helps then- to become productive citizens and become rather than individuals dependcnt
on welfare and other transfer payments. With the help of Congress and the DOL, JTPA programs can be
improved to play a fundamental role in the nation’s effort to maintain a viable national and global
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EMPLOYMENT STEERING COMMITTEE
RESOLUTION ON JTPA AMENDMENTS OF 1991

WHEREAS, the National Association of Counties supports
improvements in the Job Training Partnership Act (JTPA) that will
expand services w those most in need in local communities across
the nation; and

WHEREAS, Congress and the Administration are considering
significant changes in the Job Training Partnership Ac: to better
target funds to those most in need (e.g. school dropouts, teen parents,
long term welfare clients, those deficient in reading and math skills
and older workers); and

WHEREAS, such changes would significantly impact the
amount of funds that may be authorized; local flexibility in the
implementation of a separate youth program; equitable distribution
of funds to rural, suburban and urban areas; performance standards
for client outcomes; client eligibility; composition of the private
industry council; demonstration grants; and performance-based
contracts in local service delivery areas:

THEREFORE, BE IT RESOLVED that the National Association
of Counties urges Congress to enact legislation which expands and
improves the quality of job training for those who are most in need;
and

BE IT FURTHER RESOLVED that the National Association of
Counties urges Congress and the Administration to support the
following principles in developing amendments to the Job Training
Partnership Act.

1. Authorization of Funds

No maximum limit should be set on the authorization of funds.
Congress must recognize the need for additional funds to pay the
higher costs associated with training those with greater needs. As
such, additional funds must be made available to sustain, at the very
least, current client service levels for all JTPA programs.
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2. Linkages

To assure the maximum utilization of funds and provide the most
effective services to clients, all federally assisted job training
programs should be required to establish appropriate linkages at the
local level.

3. Program Design

Efforts to mandate specific job training designs will severely hamper
local officials ability to make decisions about the ways in which
services should be delivered. Overly prescriptive program designs
may force service delivery areas to expend funds and provide
services which do not benefit their participants. And the inability of
local programs to transfer funds between adult and youth programs
will reduce the overall effectiveness of job training services.
Programs should be designed with the overall needs of clients in
focus, which should be the determining factor in assigning costs.

4. Cost Categories and Limitations on Spending

Expenditure limitations should be structured so that effective job
training and support services may be provided to participants based
on needs. Increased reporting, management, client follow-up and
audit requirements have placed increased fiscal burdens on local job
training programs. The current administrative cost limitation of 15
percent is inadequate to meet these increased requirements . To
address this problem, the limit on administrative cost should be
raised to 20 percent. Moreover, the amount of administrative dollars
available in any program year should be based upon the service
delivery area's allocation and not on its expenditure level.

Current law establishes three cost categories -- administration,
support and training -- for all JTPA Title II programs. However,
current law should be amended to require only two cost categories
for all Title II and Title Il programs. The first, management, should
include those expenditures now classified as administration; the
second, training, should include all other cxpenditures. And these
categories should be used to test the negotiated prices of fixed unit
price contracts.
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Legislation and regulation which permit client assessment, job
search, counseling, job development and placement activities to be
charged to training must be maintained in order to insure that
participants receive appropriate education, job training and related
assistance.

NACo also supports amending JTPA to permit 100 percent of work
experience and counseling to be charged to training. Further, local
program officials should be permitted to charge the same activities to
training as permitted under other federally supported employment
and training programs.

S. Summer Youth Title

A separate summer youth title is imperative and must be retained.
SDA's should retain the authority to combine the Summer Youth
program with in school and other youth activities under JTPA to
address the employment and training needs in a more
comprehensive manner. Eligibility under this title should be open to
all cconomically disadvantaged youths regardless of school status.
Priority should be given to youth with basic and/or vocational skills,
deficiencies, school dropouts, teen parents and others with barriers
to employment. Local flexibility should also be retained in
determining services for at-risk youth because their needs must be
addressed through a variety of programs.

6. Set-asides

To increase the percentage of funds available to local service
delivery areas, funds set aside in the state allotment for older
workers and education programs shculd be climinated and such
funds should be passed through to ~DAs for coordination grants.
These coordination grants may be awarded by service delivery areas
to local education agencies, veterans organizations, unions or
comm.unity-based organizations, in accordance with the local job
training plan for the provision of direct services to clients. The
specific purpose of these grants should be to improve services for
clients and relationships among SDAs and the organizations,
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The six percent set-aside for incentive grants must be maintained
with an amendment which calls for not less than one-sixth of such
funds to be passed through to the SDAs by formula for capacity
building.

7. Human Resource Investment Council

To forge better coordination between JTPA and related human
resource programs, the state councils for Vocational Education,
Employment Security, Adult and Basic Education and Vocational
Rehabilitation should be replaced with a single state council.

However, states should have the option of replacing the
aforementioned councils with a single council in which private sector
employers shall be represented in accordance with the composition
of thz current state job training coordinating council.

The existing JTPA State Job Training Coordinating Council should be
given responsibility for all of these programs, provided that the
administrative cost of the council is proportionately shared among
the various programs.

8. Performance Standards

In order to achieve the objective of permanent long-term
employment for hard-to-serve individuals, performance standards
must allow for adjustments that recognize barriers to employment
(e.g., illiteracy, transportation, child care, medical care, etc...)

The measurement of JTPA outcomes should be kept as simple and as
focused as possible. It is important that JTPA mission not be
diffused through the use of too many measures imbedded in complex
measurement and adjustment systems. Performance standards
should be uniform for JTPA and other job training programs that
serve the same or similar clients.

-- Adult Competencies:

* NACo supports competencies for adults with basic skill
deficiencies but urges that the perfonmance standards be based on
job placement and retemtion as the outcome objective for adult
clients.
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9. Local Appeal

The authority to appeal to the Secretary of Labor in disputes
between local officials and the governor must be maintained. Since
governors are required to follow specific criteria in applying
sanctions against local adrhinistrative entities that allegedly do not
meet the performance and other standards, local programs must
retain the right to appeal decisions that do not comply with such
criteria. )

Because SDAs have no right by law to access the federal audit
appeals process, amendments should be adopted granting SDAs the
right to appeal independently all audit decisions through the federal
appeals process.

10. Private Industry Council
Oppose changes in the composition of the private industry council.
11. Client Eligibility

Those who are economically disadvantaged should continue to be
eligible to receive services under this program. Efforts to segregate
economically disadvantaged persons into groups who are more in
need than others mocks the reality that all economically
disadvantaged persons are in substantial nced and should be able to
avail themselves of the job training services JTPA progcams provide.

Priority for services should be given to economically disadvantaged
individuals who exhibit skills deficiencies, have poor work histories
and have limited English language proficiency, though no specific
percentages should be assigned to any of these groups. Moreover,
local job training programs should be permitted to target services to
specific groups designated by local elected officials and private
industry councils, so long as such groups are identified in the local
job training plan and approved by the state. In addition, to reduce
paperwork at the service delivery level, person receiving Aid to
Families with Dependent Children (AFDC) and other transfer
payments should be automatically eligible to receive JTPA services.

Support is also urged for increasing the eligibility window (percent of
cligible persons who would not be required to meet the economically
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disadvantaged criteria if they face other barriers to employment) to
15 percent for adult and youth participants under Title II.

12. Fair Chance Youth Opportunities Unlimited Programs

Oppose establishing any additional demonstration programs that
would provide direct services to clients.

Support additional funds for research and development projects
designed to promote and enhance the management and
implementation of JTPA programs at the local leval.

13. Fixed Unit Price Performance-Based Contracts

Fixed unit price contracts as described in the U.S. Department of
Labor's March 1989 policy guidance letter should be maintained.
Problems identified in this area which resulted from the lack of
guidelines have been addressed with the Department of Labor in its
March, 1989 policy guidance letter. That letter promulgates
procurement standards, fixed-unit price performance-based
contracts reimbursement procedures and guidelines for using excess
revenues. These corrective actions should be given an opportunity to
work before further changes are adopted.

14. Fiscal Integrity

Efforts by the Department of Labor and the Inspector General to
ensure fiscal integrity among JTPA programs should focus on the
adoption and implementation of stronger common rules and
accountability statements and definitions of such terms as
“reasonable and necessary” costs and profiis.

15. On-the-Job Training

To run an ¢ffective on-the-job training (OJT) program, local
discretion to determine the length of training should be based on
client assessment, employability plans and references such as the
Dictionary of Occupational Titles (DOT/SVP). NACo supports limiting
OJT to six months, however, the governor should be granted the
authority to grant a waiver under justifiable circumstances.
Brokered OJT's, provided by a third party, should be maintained
because they represent an important component of the JTPA training
program, particularly in rural America. However, appropriate
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limitations should be placed on brokered OJTs, such as the length of
time, the structure and the contents of such contracts.

16. Uniform Definitions, Reporting Requirements and Standards

Support uniform definitions, reporting requirements and standards
for all legislation related to federally supported job training and
employment.

17. Sunset

Permanent authorization of the Job Training Partnership Act must be
maintained. The assertion that a Sunset provision, requiring re-
authorization every five years, to ensure that Congress reevaluate
the effectiveness of the program is unfounded. During the last five
years, Congress passed major amendments to the Act on two
occasions as circumstances required.

The rising need for a highly skilld lator force, coupled with the
rising number of poor individuals with multiple barriers to
employment strongly suggests an on-going permanent need for JTPA.
Those who are most in need must be assured that they wills receive
needed assistance on an on-going basis.

18. Capacity Building

NACo recognizes that capacity building is an important on-going
activity. NACo believes that current capacity building activities
should be expanded to increase opportunities for staff training and
development. Such a system must be mutually develsped by the
state and local service delivery areas. Standards for establishing
curricula for job training and competencies for administrative
personnel must be determined at the local level.

Additional resources for this activity must be made available to the
system. Not less than one-sixth of incentive grant funds should be
passed through to the SDAs by formula for capacity building.
Groups of SDAs should have authority to pool such funds.

145




142

19. Employment Generating Activities

The authority to provide Empiuyment Generating Activities should
be continued. However, such activities must be used to benefit
eligible clients and should be explained and approved in the job
training plan.

Adopted by Employment Steering Committee
(unanimous)
March 16, 1991

Adopted by the NACo Board of Directors
March 17, 1991
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Chairman PerkiNs. Thank you, Commissioner.

I would like now to turn to the President of the National Alli-
ance of Business, Mr. Kolberg.

I would remind the witnesses, not to feel shy about summarizing
your statements. I have read every one of them individually.

Mr. KoLBERG. Mr. Chairman, I don’t feel shy about summarizing
mine. If you would agree to inserting my full testimony into the
record, I would be happy to try to summarize.

Chairman PERKINS. Vgithout objection, it is so ordered.

Mr. KoLBERG. I appreciate this opportunity, Mr. Chairman, to
appear before this subcommittee to provide a business perspective
on amendments to the Job Training Partnership Act. It is an honor
to appear before you as the new subcommittee chairman. I enjoyed
working with your father on many of these issues over the years. [
look forward to working with you and the subcommittee in this ses-
sion and later on.

The five key principles outlined in Secretary Martin’s testimony
on May 9 are, I believe, a useful way for me to organize my few
remarks today.

First, with respect to maintaining the successful cornerstones of
the JTPA system, Secretary Martin stressed the administration’s
resolve that any amendments to JTPA maintain the successful, as
she termed it, cornerstones of the current JTPA programs, mean-
ing its delivery system, and particularly meaning the private-public
partnerships.

We in American business remain strongly committed to the
public-private partnership under JTPA. There are now about
10,000 business volunteers nationwide serving on 626 local Private
Industry Councils. We believe that this public-private partnership
is the most critical factor in what we believe to be the program'’s
overall success. The doubts that were expressed initially about the
long-term commitment and the effectiveness of business volunteers
have long ago been dispelled by experience.

Mr. Chairman, we view tzese fine-tuning amendments, as I
would term them, as an important interim step toward a longer
term strategy in building high performance employment and train-
ing systems, as my colleague, Phil Power, pointed out. Eventually,
we believe, this country will need to build on the proven principles
of the JTPA system to create a set of local labor market boards
with a much broader and more integrative program of services that
can respond to a variety of employment and training needs for
adults, at-risk youths, dislocated workers, and, yes, the retraining
needs of the existing workers already employed by the Nation’s
businesses.

The British are now installing their version of this broader insti-
tution in what they are calling the “training and enterprise coun-
cils.” We in business intend to follow their experience very closely
over the next year or two to see if there are possible lessons and
1 .0dels which we in this country might use. Such a system, as Phil
Power pointed out, was recoinmended by the National Commission
on Skills of the American Workforce. I will associate myself with
his remarks on that subject.

Second, targeting on youth and adults most at-risk of failure in
the job market: It seems to us that the administration proposes a

3
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reasonable approach to improve the targeting of services on those
most at risk of long-term failure in the job market. The administra-
tion’s amendments would require that a majority of eligible indi-
viduals have one additional barrier to employment in addition to
being economically disadvantaged or poor.

I would make two suggestions on this point. First, the list of bar-
riers should be careful%y constructed to minimize the administra-
tive burden of trying to verify eligibility for characteristics that
may have no documentation available, such as a school dropout or
a person that is homeless. The list of barriers should be short and
generic so that it truly targets and does not expand into a long list
of barriers for many different population groups.

Secondly, I think we all know how politically difficult it is set-
tin% new funding formulas. I hope, therefore, that the committee
will limit your work on formulas to what is absoiutely necessary
and easily achievable, so that this package of amendments can be
enacted in a timely fashion.

Third, achieving a comprehensive coordinated human resource
program: Mr. Chairman, I can’t stress enough the importance of
develoring a cohesive service delivery system at the local level. We
strongly support the establishment of an expanded State Human
Resources Policy Council for overseeing a multitude of services
that my friend, Mr. Power, talked about: adult education, vocation-
al education, vocational rehabilitation, the public employment serv-
ice, JTPA, and now, most recently, the very large jobs component
of the welfare program.

This council should significantly enhance coordination at the
State level, which is the most important point of beginning the con-
tact for strategic planning. Once State agencies begin to break
down the bureaucratic barriers, perhaps then meaningful programs
can be put together at the local level where the service delivery for
participants finally takes place.

Fourth, enhancing program quality: We believe that the JTPA
system should provide more intensive and more comprehensive
services to program participants. The proposed amendments would
require that all participants be assessed to determine their skill
levels, needs and interests; that a service strategy be developed for
each individual based on that assessment; and that the appropriate
services be provided. These changes pick up on concepts that are
tried and true in other programs, like vocational rehabilitation.

Although this careful, case-by-case approach is somewhat more
expensive, it has proven to be the most effective way to successfully
plan and (_leliver the multiple services that the typical at-risk client
must receive,

Fifth and last, Mr. Chairman, increasing fiscal and program ac-
countability: We realize that the issue of fiscal integrity is one of
the most complex and controversial concerns before you. We sup-
port the accountabilit% measures included in the administration’s
amendment package. These provisions should address the concerns
that have arisen over the program'’s integrity, while still preserv-
ing the very important and needed flexibility at the State and local
level. I would encourage the subcommittee nut to go too far with
additional administrative requirements motivated out of concern
by issues of mismanagement or funding abuse. There are things
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that can and must be done that are moderate and sensible, to
assure taxpayers that funds are well spent. But we must not go so
far that we damage the unique local flexibility of this program.
Provisions like those suggested by the administration in their
draft, it seems to us, maintain a proper balance between account-
ability for public funds on the one hard and the achievement of
program purposes on the other.

It is imperative, in our view, that we achieve these goals without
threatening the cornerstone of the program’s success: the public-
private partnerships that have been formed throughout the United
States, and the program’s adherence to the principles of local flexi-
bility. Thank you, Mr. Chairman. I look forward to responding to
any questions you may have.

[The prepared statement of William H. Kolberg follows:]

14
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TESTIMONY OF
WILLIAM H. KOLBERG
ON BEHALF OF THE
NATIONAL ALLIANCE OF BUSINESS

BEFORE THE
SUBCOMMITTEE ON EMPLOYMENT OPPORTUNITIES
COMMITTEE ON EDUCATION AND LABOR
U.S. HOUSE OF REPRESENTATIVES

ON AMENDMENTS TO THE JOB TRAINING PARTNERSHIP ACT
MAY 21, 1991

Mr. Chairman, { appreciate your invitation to appear before the Subcommittee
today to provide a business perspective on amendments to the Job Training Partnership
Act (JTPA).

l am William H. Kolberg, President, of the National Alliance of Business.

I would like to welcome you personally as the new chairman of this Subcommittee,
1 enjoyed working with your father on these issues for many years, while | was assistant
secretary of labor and afterwards at the Alliance. I look forward to working closely with
you and the other Members of the Subcommittee. With renewed commit ment, | think all
of my colleagues here welcome the opportunity to join withy you in making this nation's
employment and training system the best in the world. Also, | want to commend you on
the Bubcommittee's open, consensus-bullding approach to amending the Job Tralning
Partnership Act.

JTPA is a good program, that has generally been well implemented throughout our
nation. As we strive to meet the rising skill requirements of employers and the alarming
basic skills deficiencies of the youth and adults who are avallable for work, we need a
more efficlent, cohesive and fully accountable system. Therefore, we believe, as we did
last Congress, that the time has come for fine-tuning amendments to JTPA.

Maintaining Successaful Cornerstones of JTPA

The key principles outlined in the Secretary's remarks on May 9 are a good starting
point for our discussions. Secretary Martin stressed the Administration's resolve in any
amendments to JTPA to maintain the successful "cornerstones” of the current JTPA
programs -- its delivery system -- particularly the public-private partnership. Business
remains strongly committed to the public/private partnership established under JTPA.
There are over 10,000 business volunteers nationwide serving on 626 private industry
councils. The Natioral Alliance of Business agrees that this partnership has been and
will continue to be a critical factor in the program's success.

Private sector involvement ensures that training is geared toward available jobs
within each locality and is sufficient to prepare participants to meet local employers'
expectations. [t also provides a vital connection between the JTPA system and local
employers -- resulting in linking JTPA graduates with available job opportunities.
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We also belleve It is critical to preserve flexibllity for local programs so that they
can design thelr individual programs to meet the needs of their specific labor markets.
Across the country, barrlers to employment, resources, and job opportunities differ
significantly. A perfect example of this, as you are well aware, lles in the extreme
differei.ces between the needs of rural areas compared to those of heavily populated
urban aeas.

Preserving these impottant cornerstones in the amendments will move us along in
bullding a strong foundation for further work in developing a broad based; cohesive
employment and treining system at “he local level. The Alllance sees a fong term
strategy evolving in federal policy that will lead us to a more comprehensive approach to
lal)orI market problezis of disadvantaged populations, worker dislocation, and other skill
tralning.

Targeting

One of the most serious criticisms of JTPA Is that it does not serve a majority of
those In greatest need. The Administration's proposed amendments suggesi a reasonable
solution to improving targeting of services on those most at risk of long-term fallure in
the job market., It appears that the Adiinistration's bill would accomplish this by:
revising JTPA's eligibility oriteria; changing its funding allocation formula to states and
local areas; by separating the programs for youth and adults; and by authorizing & new
Youth Opportunities Unlimited (YOU) program.

While we agree that the JTPA system needs to better focus its scarce resources on .
those most at risk, this must be accompiished whiie still maintaining local fiexibiiity.
Plexibility is critical for two reasons: first, substantia! differences exist among
eommunities in the percentage of eligible individuals from “targeted" populations;
second, legislation should be flexible enough to 8dapt to changes in the economy,
unemployment rates, labor force skiil needs, and targeted populations which shift over
time.

The tirst way In which programs would be targeted wouid be to require that a
majority of eligible indlviduals have one additional barrier to employment in addition to
being economically disadvantaged. | would make two suggestions on this point. First,
the list of barriers should be carefully reviewed to minimize the administrative
requirements of trying to verify eilgibility for characteristics that may have no
documentation avallahle. Being a schuul dropout or being homelesa Is a good proxy for
additional barriers to employment, but those characteristics are difficult to document
with a paper trail for audit purposes. Second, the list of barriers should be short and
generlc 30 that it truly targets and does not expand into a long list of barriers for every
population group which diffuses its purpose.

The second way in which the Administration's proposal would focus <ervices on
those most in need is by changing the funding aliocation formulas to redirect funds to
&c2as with greater numbers of the economically disadvantaged population. The Alliance
supported recommendations by the Secretary's national JTPA Advisory Committee, on
which { served, last Congress to place more welght on ‘actors of economic disadvantage
and less on unemployment in the allocation of funds, This was however the most
controversial and divisive Issue of the bill last Congress, and was ultimately the issue
that killed the bill. Therefore, while conceptualiy we would agree with changes in the
formula similar to those in the Administration's proposed bill, we would not want to see
enactment of positive changes to JTPA threatened again by this single issue. 1 would
urge members of the commIittee not to get lost In formula debates, but rather to do what
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{3 necessary and easily achievable with these amendments and move on them in a timely
way.

The Administration's amendments to JTPA would further enhance targeting by
establishing separate programs for adults and youth. Like the JTPA Advisory Committee
report, | support the separation of adult and youth services into two distinct programs.
This separation facilitates the establishment of different and more appropriate targeting
criteria for each program. Further It allows for emphasis on different and more relevant
service Strategles.

We feel that at least 50 percent of the funds for youth, as is contained in the
Administration's proposa!, be directed toward out-of-school youth. the "forgotten half",
And we support the integration of the Summer Youth Employment Program into the
year-round youth component, allowing local SDAs the flexibility to determine the most
approprlate use of the limited funds for youth within their communities. In many areas
of the country, there is no shortage of private sector summer jobs for youth,
Additionally, research has shown that the skill needs of at-risk youth are rarely
addressed through summer employment alone -- but thet a comprehensive array of year-
round services is needed for these individuals.

Coordination

1 cannot stress enough the imporiance of developing a cohesive service detlvery
system. As very explicitly cutlined in the JTPA Advisory Committee's final report, more
integrated local service delivery will yield signiticant benefits: scarce resources can be
more effectively utilized; program efforts enhanced; and the multiple problems faced
by individuals and families entering the system can be more effectively and realistically
addressed. JTPA is not equipped on its own to serve the variety of . alth related,
financial, and social needs brought by at risk individuals into the system. When other
human service programs can brought together so that JTPA has access to a variety of
services from other programs, clients can be better served by a more comprehensive
strategy.

We strongly support the establishment of an expanded State Human Resources
Policy Council for overseeing the adult education, vocational education, vocational
rehabilitation, public employment service, JTPA programs, and coordination with the
welfare JOBS program. This council should significantly enhance ccordination at the
State level where the most Important point of contact is for strategic planning. On=e
state agencies begin to break down the bureaucratic barriers to coordination between
programs, meaningful programs 2an be put together at the point of service delivery for
participants at the local level.

We also support the adoption of state innovation and coordination grants proposed
by the Administration, requiring states to establish human resource goals, describe
specific activities for achieving those goals, and descrlbe cooperative arrangements for
implementation in order to receive tha 5rants.

Program Quality

Everyone Involved in the JTPA amendment process is dedicated to improving the
quality of the JTPA program. The National Alliance of Business believes that the JTPA
system should provide more intens/ve and comprehensive services to program
participants. It is very important that JTPA participants not only find Jobs at the end of
training, but that they find well-paying jobs, that they retain their employment, and that
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they have the ability to move up the career ladder In the future, The acquisition of basic
skills, industry-specitic skills, the ability to think, exercise judgment, and to learn must
be a part of their overall job training strategy.

The Administration's proposal Includes many of the recommendations made by the
1989 report of the JTPA Advisory Committee for improving quality of program services.
It requires that all participants be assessed to determine their skills levels, needs, and
interests; that a service strategy be developed for each individual based on that
assessment; and that the appropriate services be provided. Further, the bill would
extend the allowable follow-up services for a perlod of up to one year after program
termination to encourage job retention.

The types of changes related to program quality which we have discussed with the
Administration pick up concepts that are tried and true in other programs like vocational
rehabilitation. All the resources and program activities are focused on the employment
goals for individuals through participant assessment, development of a training strategy,
and case management to support the success of each person,

Fiscal Integrity and Accountability

We realize that the Issue of fiscal integrity Is one of the more complex and
controversial concerns over the JTPA program. There have been numerous criticisms
aimed at JTPA, including those levied by the Department of Labor's Inspector General's
Oftice and by une General Acccunting Office (GAO) with regard to perceived fraud and
abuse in the system. While there have been some "bad apples” in the program, we {eel
that overall, most service deliyerers have the best and most hunest intentions.

In order to address the legitimate criticisms of the program, the Administration
proposal would require that governors establish £nd implement procurement standards
for JTPA to ensure fiscal accountability and prevent “raud and abuse. Their approach
would establish much more rigorous oversight of program activities. It further stipulates
that the Department would ensure compliance with the standards through close
monitoring, and that corrective action would be promptly taken or appropriate sanctions
applied where problems arise. We support these and other accountability measures
inciuded in the Administration's amendment packnge. These provisions should address
the concerns that have arisen over the program's integrity, while still providing the
needed flexibility to state and local areas ln meeting problems as they arise within their
individual program responsibilities.

I would encourage the subcommittee not to go too far with additional
administrative requirements motivated out of concern by issues of mismanagement or
funding abuse. There are things that can and must be done that are moderate and
sensible to assure taxpayers that funds are well spent. But we must not go so far that we
damage the unique local flexibllity of this program. Local flexibility is one of its key
strengths. Provisions, like those suggested by the Administration in their draft, malntain
a fine balance between accountability and program purposes. It would maintain the
ability of local leaders to design programs appropriate and unique to their local
populations and labor market problems.

The Role of JTPA In Pederal Policy
Education and training have been cited in study after study as the single most

critical factor in our nation's success in the world marketplace. It will require dramatic
improvements in our basic education systems, greater investments in the systems like
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JTPA which serve those who do not succeed in the "first chance" education systems and
will need special assistance in entering the labor market, and revolutionary change in the
organization of work In American business based on high skilled, high performance
workers,

It is estimated that by 1995, 14 million Americans will be unprepared [or the jobs
that are available, Many companies are concerned that they will not be able to find
employees who can even read, write, or do simple arithmetie, This comes at a time
when our economy increasingly demands t/orket ‘- who are literate, creative problem
solvers, and who can adapt to ever-changing situations -~ workers who have learned to
learn. While many companies have managed to be profitable by adjusting to the
limitations of thelr employees, they wlll increasingly find they will need to reorganize
work and demand more knowledgeable and skilled workers in order to meet the changing
international environment and customer demands, The majority of U.S, workers will not
need 4 year college degrees, but training beyond high school will become increasingly
necessary. In an employer survey by the Business-Higter Education Forum, it was found
that by the year 2000, the computer literacy requirement for blue-collar workers will be
universal; that blue coliar workers will need to become more "professionalized™; they
will need to be prepared to work in teams, to make decisions, to communlcate with
customers, and to participate in life-long learning.

Recently the President introduced his national education reform strategy in
America 2000 -- with the goals of strengthening education for current and future
elementary and secondary students and adult learners in the U.8, Recognlzing that while
rebuilding our country's public schools system |3 vital -- it alone is not enough to meet
the needs of the nation's work force in the near future since close to 85 percent of our
work force in the year 2000 is already working today. Adult workers will continue to
lose jobs for literacy problems or outdated skills, JTPA is the plvotal instrument
designed to equip our economically disadvantaged youth and adults with the skills
necessary for successful entry into the job market and to enable dislocated workers to
reenter the work force.

While problems have arisen in the program, JTPA's overall record is strong --
enrolling more economically disadvantaged persons than Is required by law; exceeding
perfor mance expectations in placements after training; and energizing the system
through its innovative delivery system of private sector and community participation.
Improvements can be made to better target those most in need of services, More
attention can be focused on ensuring that JTPA provides the quality training necessary
to move our unemployed and disadvantaged into the mainstream labor force. And the
wide range of services provided to the disadvantaged through labor, education, and
health and human services can be better coordinated through development of a more
cohesive service dellvery system,

Conclusion

Mr, Chairman, after nearly ten years of operation, we can be very nroud of the
successes in the JTPA system. There are improvements that can and should be made to
a program of this magnitude. However, they are refinements that can be made while
bullding on the strengtus of the existing program,

We are all working toward the same goals: better targeiing of hard-to-serve individuals;
development of # more cohesive human resource delivery system; improved program
quality; and increaszd fiscal and program accountabihity, It is Imperative thet we
achieve these goals without threatening the cornerstone of the program's success -- its
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delivery structure -- the public/private partnerships that have been formed throughout
the U.S. and the program's adherence to the principles of local flexibility.

| want to reiterate my appreciation for the way in which you are developing
amendments to JTPA through a consensus-bu: ding approach, and | want to thank you
again for inviting the Alliance to testify.

1 would be happy to answer any questinns you may have.
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Chairman Perkins. Thank you, Mr. Kolberg.

"With the indulgence of the ranking member, Mr. Gunderson,
since we have Chairman Ford here, I would like to see if he has
any comments, statements, or questions that he would like to ad-
dress to the panel at this time.

Mr. Forp. Thank you very much.

I am very sorry, lzay, that I couldn’t get back here for your testi-
mony. An occupational hazard of being full committee chairmen is
that when we go to the floor—I am sure Mr. Goodling as the rank-
ing Repuklican on the committee has the same experience—every-
body chooses that opportunity to grab us and tell us about the par-
ticular way we ought to run the committee affecting their district.
So it is kind of like running a gauntlet when we go over there. I
did read your testimony, however.

I was going to ask l\'{r Gunderson how he gets a county commis-
sioner from my district to come to Washington and praise his great
efforts in protecting local control.

Mr. GUNDERSON. It took me 11 years, but I deeply appreciate it.

Mr. Forp. She didn’t even ask me if that was all right, Steve, so
you must rank pretty high.

Mr. GUNDERsSON. That is probably why it is still in the copy.

Mr. Forp. A couple of years ago, the Inspector General—and I
want all of you to respond to this—the Inspector General of the
Labor Department brought to us some work that they were doing
and a list of abuses. Mr. Goodling and Mr. Hawkins, and I think
Steve, had some hearings with testimony from the Inspector Gener-
al and also the GAO on findings they had made when they took a
look at what was going on in the JTPA.

We started working with the then-Secretary of Labor, Libby
Dole, to see how the problems could be cured by action by the Ex-
ecutive Branch. We had, in my opinion, great cooperation with my
predecessor, Chairman Hawkins, in moving toward that goal. But
then we reached a point where they felt that we needed some legis-
lation, and that is part of the reason we feel a sense of urgency
about Mr. Perkins’ legislation in this Congress this year.

Already in these hearings, Mr. Perkins has had both the Inspec-
tor General ard the GAO come back because we made a request,
joined by the Senate, last year, for them to take another look and
see what was going on since the sound of the alarm the first time.

The GAOQO'’s testimony before this Committee is noteworthy be-
cause their most recent reviews confirmed their first concerns. In
other words, it hasn’t gotten better; it is still there. Here are the
kind of things that jump off the pages of their testimony for me.
They looked at 12 service delivery areas around the country. I have
it only by the faintest kind of rumor, because this report is not yet
finalized, that one of these may be in my own State of Michigan
and nut very far from Wayne County.

That alarms me, because I have talked to all the county people.
Kay, from Michigan. They assured me that none of this stuff wa.,
going on out there.

But in 11 of the 12 sites—and hopefully the one that didn’t do
this was the one in Michigan—OJT had contracts involving exces-
give periods of on-the-job training. Of the total number of lower
skill on-the-job training contracts, approximately 73 percent provid-
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ed for excessive periods of OJT. GAO found examples of excess
training, such as gg days of on-the-job training for a hotel maid; 70
dz?rs of on-the-job training for a kitchen helper; and 129 days of
OJT for a car-wash attendant. OJT contracts covered an average of
6 weeks, among all of the SDAs reviewed, ranging from 2 weeks at
one SDA to 12 weeks at another SDA.

The GAO calculated that the extra cost attributable to the exces-
sive period of time covered by low-skill OJT contracts constituted
about 36 percent of total low-skill OJT contract costs in these serv-
ice delivery areas that they studied. The 12 were selected by the
GAO—they have had a lot of experience in doing this—to be repre-
sentative of what was going on in the country at any given time.

The GAO found a substantial number of OJT contracts for train-
ing individuals who already had significant work experience in the
job for whichh OJT was paying half the wages. In a sample of indi-
vidual work histories, 25 percent of the individuals had at least one
year of previous experience in the field in which they were being
traine:.. Now we are talking about low-skill training; we are not
talking about training where you go into something new.

The GAO also identified instances where JTPA programs entered
into OJT contracts with businesses to train individuals already em-
ployed by these businesses. Now, that fits in with what we heard
the first time around, that very few of the people that were trained
in on-the-job training, with 58, percent of the wages coming from
the program and 50 percent from the employer, ended up with a
permanent job. A large percentage of the jobs have been in work
like parking lot attendants, dishwashers, and car-wash attendants,
low minimum wage job skills.

I asked the question: Should we be spending the taxpayers’
money to continue training people for a job that leads nowhere
except to a low minimum wage position?

How do you feel about that in light of the findings of your com-
mission, Mr. Power and Mr. Kolberg?

I am not suggesting that we turn this into a program for Ph.D.s,
because that is not what we started out to do. But if what we are
doing is training car-wash attendants for 129 days, there is some-
thing wrong.

P°r. PoweR. As I have testified, Mr. Chairman, and as I think I
ha.e so testified in the past—and this is based on my own experi-
ence as Chair of the Michigan Job Training Coordinating Council,
which was the JTPA oversight agency in Michigan—I am not at all
persuaded that a compelling case could be made for spending
money on on-the-job training to educate people and train people for
low minimum wage skills.

If we want to have public sector subsidized employment, that is
orie thing. We tried that in CETA. But to create public sector subsi-
dized employment and training in the guise of on-the-job place-
ment, I think is a mistake. I think it leads to abuses of the sort
that GAO has suggested.

Mr. Forp. Mr. Kolberg.

Mr. KoLeerG. Mr. Chairman, I am personally offended by the
kinds of things recited, as I think you are. I am offended, and it
makes me livid that there are bad apples in every barrel and that
there are that many bad apples apparently in this barrel. Clearly,
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we need to do something about it. This program wasn’t designed
for that kind of thing.

I would argue that most good operators—if you have 626 opera-
tors in the system, those of us in business wol.ld argue that there
are probably 10 percent that are bad. They are not necessarily
stealing, but they may be dumb. They are doing a lousy job. What
we have to do is recognize that that is likely to be the case and do
something about it.

As I gaid in my testimony, I think what the administration is
proposing—putting a six-month limit, number cne, and ruling out
chicken pluckeis, carwash attendants, all that }.ind of stuff—no tax
money should be spent on those kinds of things that don’t require
any on-the-job training of any sort at all, and certainly don't re-
quire any subsidy. ‘Ne need to relate on-the-job training to the Dic-
tionary of Occupational Titles. As you know, Mr. Chairman, most
of the training that goes on in the United States goes on on-the-job,
in your office and mine and in all organizations. So there is noth-
ing particularly wrong with the concept of on-the-job training.

I would just end by saying in response to your recalling the Com-
mission, that I think over time where we ought to be headed is, if
you will, the German model, where there is a combination of class-
room and on-the-job training which is very carefully put together
by both educators and employers. It is very caref' 'ly done. There is
a classroom and an on-the-job training component. National busi-
ness organizations, among others, monitor to see that, in fact, there
is quality both in the classroom and in on-the-job training, and that
that is the way to impart skills.

Over time, whether it is the two plus two that you have support-
ed, or whether it is more the German model, I think that is the
direction we need to head. In the meantime, we need to fix this
prgfram 8o that those kinds of abuses cannot take place.

r. Forp. I thank you.

Mr. Chairman, just one more question.

Kay, when I talked to Michigan county representatives about
this last year and the year before, I was reassured by people all
over the State that, while they had some experience with OJT em-
ployers who did not hire the people after they gave them the OJT
training—who would just come back and ask for a new OJT-subsi-
dized worke. —-that they had taken care of this problem within
their counties by simply adopting a practice that if employers have
been given people to train and dor.'t hire them after we Kave paid
half the wages for their training, we are not going to provide more
OJT to those employers. That is what some of us think we ought to
make a national requirement.

Theﬁ Fave me the impression that county officials in Michigan—
and Phil, you would know about this in your former position on the
State Job Training Coordinating Council—that Michigan people
had recognized this kind of problem and done something to take
care of it.

Do you think it would be onerous if we were to try, in coopera-
tion with the Labor Department, to set up some sort of a minimal
hiring requirement? If you don’t hire at least half of the people you
had on OJT and keep them for at least a couple of months after
they have had the subsidized wage, that you become ineligible for
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future OJT? Is that too severe? Will we drive people away from
providing OJT opportunities?

Ms. BEARD. I think a lot will depend «n the kind of training that
people would get—if they are getting O IT training that will allow
them to move into that kind of positio 1 not necessarily with the
trainer, but if they could go onto another job even if they stay with
the company trainin;; them for a few months, I think the impor-
tant thing is not so much whether that company keeps them, but
whether they are able to go on for other employment.

It is a good idea at times to have companies that are involved in
the training and then the participants can move on in that same
line of work.

One thing that I am concerned about along those lines, too, is the
fact that we have so many people now that are functionally illiter-
ate. There are so few jobs today that people can really hold without
some kind of basic educational skills in order to learn to handle the
jobs. Some of those jobs, too, are taking a little bit longer, I have
been told, have been for people that have deficiencies in their abili-
ty to learn, so it takes them a little bit longer. Of course, when we
have some f)eople like that, we do want to see them enter the work-
force as well.

So it is hard to quantify those kinds of problems throughout the
whole country. Different States have different needs, different skill
levels for their jobs, different numbers of people that drop out of
school, that are, for all practical purposes, functionally illiterate
and are not really able to become a part of the mainstream with-
out additiopal training, particularly in learning the functional edu-
cational skilw.

I would be remiss if I didn’t say the reason we were commending
Mr. Gunderson is because the National Association of Counties
works with Republicans and Democrats. I am appearing on the
behalf of the National Association of Counties more than as a Com-
missioner from Wayne County.

Mr. Forp. So Mr. Gunderson was simply a token Republican.

Ms. BEARD. No, no. We are so happy that we work on a biparti-
san or nonpartisan basis with everybody. I am sorry that Mr. An-
drews wasn’t in the room when I started my remarks because I
was 8o pleased that he comes from a county background and has
that experience and that interest. It is wonderful when we can get
Republicans as well as Democrats to be sensitive to local govern-
ment. I am very sensitive to whether or not people are sensitive to
local government.

Mr. Forp. I think I can say honestly, with no fear or iatention of
insulting them, that the two Republicans that were here today
probably agree with me on these issues more often than we dis-
agree. We have worked together for a good many years. Part of the
reason is because one is on one side og us in Pennsylvania and the
other one is on the other side of us in Wisconsin. Out in that part
of the country, we sort of think alike about a lot of things.

Ms. BEARD. Indeed.

Mr. Forp. Thank you very much, Mr. Chairman.

Chairman Perkins. Thank you, Mr. Ford.

At this time, wr'd like to turn to Mr. Gunderson for any ques-
tions he may have.
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Mr. GunpegrsoN. Thank you, Mr. Chairman. In the interest of
t:me, I will try to be brief.

Mr. Power, your statement intrigued me the most in the sense of
the mission JTPA. I would like to pursue that for just a second.
You listed your three goals: first that all American students be re-
quired to meet an educational and skills performance standard
benchmarked to the highest in the world. I am not opposed to that,
but I don’t think that is the role of JTPA.

Would you disagree or agree with me?

Mr. Power. No, I don’t. But the point that I was trying to make
is that as we see JTPA in the context set by the .eport of the Com-
mission on Skills in the American Workforce, JTPA is one compo-
nent of what I feel should be regarded as a coherently managed
system of human investment. I certainly don’t want to suggest that
existing JTPA authorization or legislation be yanked around by the
neck to be distorted into doing something it is not intended to do.

I think this gets into a public policy question. There are at the
Federal level a fair number of substantial and significant legisla-
tively enacted programs which deal with one or another aspect of
the human investment question. It is also undeniable that these
programs usually operate in isolation of each other. They usually
are not coherently nor collaboratively managed. Therefore the
question is what do you do about it?

Several possibilities occur. One, you coherently amend all of the
legislation so as to make policy rational. Unlikely. Not because the
Congress or State legislatures are silly people, but rather because
of the realities which are involved in the legislative process of de-
veloping majorities behind a piece of legislation.

The second possibility: A Governor beats the tar out of people
and says you shall consolidate departments; you shall perform in
thus and such a way. Usual outcomes are two: one is blood-letting
by turf; two, surly compliance. The surlier the farther from the
capitol. Therefore, our conclusion was that there was only one rea-
sonable way to deal with both realities. It is to so manage the exist-
ing body of legislative authorization in these programs so as to pro-
vide a coherent, transparent, user-friendly service delivery system
at the local level.

The reason JTPA is significant in this regard is that it creates
the institution of the PIC, which constitutes in effect a local board
of directors representing the broad range of community interests in
these services and activities.

Mr. GUNDERSON. Let me follow up on that as a perfect interlude
into my second question.

You advocate, also, the establishment of a local employment and
training board resembling the PIC.

Mr. POWER. Yes.

Mr. GunDErsON. I want to ask all three of you: Do we need an-
other local board above and beyond the PIC?

Mr. Power. No. Evolve the PIC.

Mr. GunpERsoN. How about you, Supervisor?

Ms. BEArDp. Well, the more layers that you nave, the more things
become diffused.

Mr. GunpERrsoN. Bill.
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Mr. KoLeerc. Mr. Gunderson, as I said in my testimony, I think
that the Private Industry Council will and should evolve to a much
broader-based body at the local level; not another one, but it will
take on more responsibilities both in the context that Mr. Powers
is talking about, to put together a sensible integrated system but,
as is now the case in Great Britain, things that are well beyond
anything that we have ever talked about. For instance, the train-
ing and enterprise councils are now very much involved in working
with employers with their own workforce on the problems they
have in workforce quality, whether it is literacy problems or high
performance work organizations or whatever it may be. So over
time, I see these local bodies evolving in both of those ways.

Mr. GUNDERSON. Is it our role to articulate exactly what that
evolution should or should not be?

Mr. KoLBerG. I think the Federal Government does have a com-
parative advantage and even a responsibility to begin to articulate
the direction we ought to go in. Yes, they will be State and local
bodies as they now are becoming in States like New Jersey, Massa-
chusetts, Maine, but the Federal Government, it seems to me, as
always, needs to lead with a national pattern.

Mr. GunpersoN. If you all feel that way, I would appreciate it if
you would submit to the subcommittee for consideration particular
perspectives of what you believe are guidelines or directions on
what that evolution ought to be.

Thank you.

Thank you, Mr. Chairman.

Chairman PErkins. Thank you, Mr. Gunderson.

Mr. Andrews.

Mr. ANprEws. Thank you, Mr. Chairman.

Commissioner Beard and gentlemen, I am sorry I missed parts of
your testimony. We had a vote called over in the Capitol.

Commissioner Beard, if you were empowered to change cne
aspect of the JTPA program as it applies in your county, what
would that aspect be? What change would you make?

Ms. BEarp. One change?

Mr. ANDREWs. What would be the one that would be most siznifi-
cant in assisting your administration of the program?

Ms. Bearp. Probably less interference with the ability of local
people to understand the needs of the local area rather than
having imposed on them standards from Washington, not taking
into account the differences in local areas and the differences in
training that is needed. 1 think that would be the most important.

Mr. ANDREWS. | realize it is sort of off the top of the head, hut
can you give us any specific examples of particular mandates or
interferences that create problems in Wayne County?

Ms. Bearp. Well, the revorting problems, the constant imposing
of rules and regulations that cause more people to have to spend—
well, you weren’t here for my testimony, but I went into that.

Mr. ANprews. I did read tﬁe testimony, yes.

Ms. BEarp. Okay. The fact that more people and more money
have to be spent on these kinds of detailed reporting on a basis
more often maybe than in the past. I understand the reason behind
that. The reason behind it is to have more accountability. But I
think if the Federal Government sets the proper parameters within
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which the local JTPA programs can %e operated in conjunction
with PIC and gives the local areas, probably through the States,
some ability to waive certain restrictions—because you cannot
mandate everything for 50 States in something as different as job
training, because different States have different needs, different
populations have different needs.

I think more ability to be innovative and to be able to enter into
different kinds of training are also necessary; and in particular, I
am very concerned about the lack of literacy and whether we are
going to continue to allow people in this country to be functionally
illiterate and not able in this increasingly technical society that we
live in, to be a functional part of that society.

Mr. ANpREws. We have a terrific bill that our colleague, Mr.
Sawyer from Ohio, has championed in this Congress that our full
committee has acted on and which the House has acted on, which I
think could address that. It talks about this.

I would ask one more question. In Michigan, are counties respon-
sible for welfare administration, for AFDC and SSI?

Ms. BEARD. No, thank God.

Mr. ANpreEws, Okay.

Ms. BEArDp. Unfortunately, my county executive is wanting the
State to send us the money and allow us to administer it because
he thinks that we can do it more efficiently. Qur Governor is now
proposing to put into a block grant general assistance, medical and
emergency needs into a block grant and cut State funding by two-
thirds. So that is what would happen if we were to get the oper-
ation of Department of Social Services.

Mr. ANDREWS, Has there been any preliminary planning toward
integrating the new Federal JOBS program, the welfare reform
program, and JTPA in your county? I guess it must be difficult
when you are dealinﬁ with two different levels of government?

Ms. BEarp. It is. Actually, we have not been as deeply involved
in JTPA as we were in Comprehensive Employment and Training
Act. I was very much involved in CETA, because CETA reported to
the Human Resources Committee that I chaired at one time. I also
served on the original PIC board. Our county hasn’t been as will-
ing, apparently, to have the involvement of the Jocal elected offi-
cials as much as had been in the past. Now that I am on that par-
ticular committee as a vice chair, I plan to becom 2 more involved
and bring myself up to better speed.

Mr. ANorews. Thank you very much for being with us up here.

Thank you, Mr. Chairman.

Chairman PerkiNs. Thank you, Mr. Andrews.

Mr. Goodling, would you like to ask some questions now?

Mr. GoopLING. Thank you, Mr. Chairman. I am t.ere primarily to
welcome the third panel, which will consist of —including others—
Jody Keller, who is our Chair of t+e York County Private Ladustry
Council. She is accompanied by Kathy Fox, who i our new Direc-
tor of York County Office of Employment and Traiaing. T think you
will find their testimony very interesting because we Lave gone
through some very trying times.

I did want to remind those who find good parts about JTPA, that
most of those good parts were the result of the work of the young
lady behind me, Dr. Buehlmann. Even though you hear from time
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to time all sorts of people who gets cred,t for everything that has
happened with JTPA, Dr. Buehlmann had a lot to do with that.
hat I do want to read into the record—and I will do this very
quickly because I realize we have a vote—is in response to what I
hear over and over an.' over again, ‘“The only industriaiized Nation
Shat doesn’t require national performance standards for its stu-
ents.”

We had before us in another subcommittee, a gentleman who tes-
tified on that issue. I just want to read into our record a few of the
things that he said. I can do that pretty quickly.

“Mr. Madaris. Thank you for the opportunity to speak to you
about a study that was sponsored by the Arts and Technology As-
sessment as a small part of its larger study on testing which I un-
derstand will be out in the fall. What we, my colleague and I,
Thomas Callahan, at the Education and Research Center in Sti.
Patrick’s College in Dublin, Ireland did is look at the European ex-
amination system in the 12 European community countries. The
press has been flooded with statements about European exams—
very glib statements. ‘We are the only industrial country in the
world that doesn’t have an exam. If we had one like the Europeans
or the Japanese do, then our international competitiveness would
be restored.’ These kinds of claims are at best teriuous, and at
worst laughable.

“What we did is look in detail at the examination system of the
European community countries and submitted a long report to the
Office of Technology Assessment. Just a couple of things that they
found. The public examination system in Europe are not used for
formal accountability or monitoring of standards or for teacher ac-
countability. They are used to make an individual decision about
individual students. In Europe, the second question is: Who should
be tested and at what age? There are proposals to begin testing in
the United States as low as grade four. In Europe, external testing
before age 16 has virtually disappeared. One time it was popular in
Europe. It caused all sorts of problems and it is no longer part of
their program.

‘“Third, if students take different examination at different sets of
subjects at varying levels of difficulty, how does one deal with the

roblem of comparability? It is assumed in this country that in

urope, everybody takes the same exam at the same time. In fact,
that isn’t true. The exam is very, very differentiated according to
the track that you take in school and in terms of where you
happen to live. In Germany, 11 separate States set separate exami-
nations; in France, 26 separate examining bodies; in Great Britain,
five separate examining bodies.

“In this country, we talk about a single standard for everyone to
reach. That is not the case in the European countries that we stud-
ied. Students can pick higher or lower level exams, soft or hard op-
tions, honors or pass. They can pick from a number of subjects on
which to be examined.”

The last thing I will quote:

“The next question is how does one deal with the possible effects
of examination on lower achieving students which is the focus of
this conference. Experience indicates that in Europe, they will
avoid taking examinations and perhaps leave the educational
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sy}slter;l at a point when they still could benefit from being in
school.”

I just wanted to read that into the record in relationship to this
hearing.

Chairman Prrkins. Thank you, Mr. Goodling. We are going to
take another little break. We've got a vote. So if it 21! right with
the panelists, I have a couple of questions that I would like to ask
when we get back. Then we'll let you go.

Ms. Bearp. Mr. Chairman?

Chairman PERKINS. Are you on a time schedule?

Ms. BEARD. I have a 4:15 flight.

Chairman PErkINs. Go, by all means.

Mr. Forp. I would add that I sent that testimony to Secretary
Brock because he was here saying the same kind of things.

Chairman PERrkiINS. I understand.

Kay, it has been a pleasure to have you with us.

Ms. BEARD. Thank you, Mr. Chairman.

[Recess.)

Chairman PerxkINs. I'd like to call the subcommittee back to
order. | want to talk about this summer youth program. I'm sorry
that Kay had to leave.

What do you think—has the National Association of Business
done any surveys on this issue? How widespread is the support for
the summer youth program?

Mr. KoLBErG. Mr. Chairman, we agree with folding the summer
youth into a youth title and giving the flexibility to States and lo-
calities to run the kind of youth program that they believe is best
for them, rather than keeping it the way it is. We haven’t run
these surveys, as you suggest, to find out exactly what businesses
think about that.

But again, I think Mr. Power and I were on even another group
together that studied this. I think we both became convinced that
it was time, under JTPA, to set aside the specific funds and the
programs that go directly to youth in another title. Rather than
earmark again, rather than the Federal Government saying this is
the way you should spend your youth money, giving it to States
and localities in the flexible system that we have, and saying this
could be used for this if you wish. Again, it is going to depend a
great deal on your local economy.

Chairman PERrkINS. So you would support s program that would
allow an individual service delivery area to make a decision wheth-
er to go with the year-around program or summer program. Is that
what I am hearing?

Mr. KoLBERG. Or a mix, yes.

Chairman PerkINS. Or a mix thereof.

Mr. KoLBERG. Sure.

Chairman PERkINS. And just leave it flexible and let that deci-
sion be made locally depending upon local needs.

Mr. KoLBERG. That is what we think.

Chairman PerkiINs. Mr. Power, what do you think?

Mr. PoweR. I think by and large I concur with Bill. I think, how-
ever, it is a mistake to think that summer youth programs don’t do
any good. I think it is pretty clear, judging from our experience in
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Michigan, where I think we had the largest summer youth pro-
gram in the country——

Chairman PERKINS. We can’t hear you. Could you get a little
closer to the mike?

Mr. Power. I beg your pardon.

Chairman Perkins. That’s all right.

Mr. Power. I was saying that, in general, I concurred with Mr.
Kolberg's view, but that we ought to recognize that summer youth
programs do produce a fair amount of worthwhile outcomes, We, 1
think, had :n Michigan the single largest summer outh {:)bs pro-
gram in the country. Judging from our experience there, there isa
lot of pretty constructive stuff that comes out of it. That was an
example of a fairly flexible program that was driven by some capa-
ble and interesting people who really took advantage of the flexibil-
ity in a lot of the areas and drove it as hard as they could.

I would just like to urge you, to the degree possible, to think
about the youth program and the context of the youth centers sug-
gestion made by the Commission. It is our feeling at the Commis-
sion that a lot of kids both drop out and fall through the cracks.

Chairman PERKINS. Let’s talk about the youth centers. I think it
}s a good idea. Funding for those centers, where is it going to come

rom?

Mr. Powsr. It could come from a lot of places. If I may, Mr.
Chairman, let me describe one of the things that we tried to figure
out in Michigan. We created at the local level, surrounding the
PIC, something that we call core groups, which were invited repre-
sentatives from every key decision-making and program constituen-
ci]' at the local level. We invited them at the local level to come to
the table and put marginal money on the table to achieve a variety
of activities. In other words, whatever the law or the program from
various jurisdictions doesn’t specifically say you can’t do, agree to
do it at the local level and go get it done.

My sense is if you took the notion of core groups and an expand-
ed PIC at the local level as a governance body, \nd tied into it Per-
kins' money, K-12 money, and you did some :xperiments in terms
of money following kids who dropped out of local schools, you
would have sufficient funding to gegin to put together a pretty
good youth center.

Tony Truhillo who is the school superintendent in Sweetwater,
California put together an alternative youth education program—
what was tﬁe funding, Bill?

It was & mixture of that sort of funding that achieved huge grad-
uation rates and some very interesting technology at very, very low
costs.

My point being that if you look at the programs in the human
investment system as resource providers and you think about it
systemically, you can get done an awful lot without having to
create a big national funding vehicle that says, “Thou art going to
spend billions of dollars.”

Mr. KoLserG. Mr. Chairman, could I add on to that, please?

Chairman Perkins. You certainly can.

Mr. KoLBERG. One of the notions that we had, and I think we put
it in our reﬁort, is that States are often balancing their education
budget on the backs of the dropouts, meaning that if you drop out,
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your State support and your local support—$5,000 a year, on the
average—disappears. If 20 percent of our kids disaflpear before
they are 16, there is about $5 billion a year there that could be
spent by States if those funds followed young people that dropped
out or (Kdn’t make it or couldn’t make it in regular school, followed
them to a youth center or other alternative education.

We pay far more over the lifetime of a dropout today for not
doing that kind of remedial work. That is what we had in mind
among other funding mechanisms in the Commission, to essentially
say to States that it is time that the money you would otherwise
spend on the dropouts and the push-outs get spent on making sure
that they reach this high level that Phil was talking about, getting
a certificate of initial mastery. So that nobody in our society goes
out without the basic skills.

We return them to what the Swedes, the Germans, and others
do. They follow young people. They don't just let them go. They
follow them, they bring them back, and they insist that they be
given every possible opportunity to get the basic skills that you
have to have to survive economically in any of our societies.

Chairman PeRkINS. I am not sure that what you suggest, though
I think it is a bold and ambitious plan, is necessarily one that is
going to be a reality in terms of the youth centers, quite frankly. I
think the concept is a good one. I think that it is something that,
in my mind, strikes me as having a lot of potential. But I don’t see
the funding that you are talking about coming together to do what
we are talking about.

Mr. Power. If I may, Mr. Chairman?

Chairman PERKINS.1PLEASE, GO AHEAD.

Mr. Power. For those of us who have worked at the State level
trying to manage human investment systems and trying to manage
JTPA, our experience has been that if our regulatory and legisla-
tive masters will encourage us to do things like this and will work
with us to reduce barriers to getting something done at reduced
c}(ist per unit of output, a lot of people in the States want to do
that.

There is a fair amount of ferment at the local and at the State
level trying to do exactly what we are talking about. One thing
that I encourage you and your committee to do is to think about
ways in which you can assist, even by reducing artificial barriers,
those of us at the State and the local level who are tryiig to get
something creative done.

Franklin Roosevelt said once that the States are the laboratories
of democracy. To the degree at which the States are not only not
inhibited from experimenting but are actively encouraged to exper-
iment, to that degree, we will make progress.

Chairman PerkiINns. Let’s talk a little bit about those categories
of tunding of the indirect and direct costs, and the support of serv-
ices. How do you gentlemen view the best combination of those dif-
ferent categories to provide maximum flexibility and, at the same
time, still ensure that we are trying to put our money to the most
productive use with these indivicfuafs?

Mr. KoLBERG. Do you want to go first?

Mr. Powgr. I don't know. Why don’t you go first?

Mr. KoLBerG. All right.

Q
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Mr. PowgR. You hum a few bars and then I will.

Mr. KoLBerg. I think, first off, with the case management ap-
groach that the administration has suggested, a la vocational reha-

ilitation, that is going to cost us more money. It is more expen-
sive. It is person by person with an employment plan all worked
out. That it is going to cost us more money whether it is 20 percent
up from the 15 percent administrative, I am not sure. My hunch is
that even 20 porcent, if you report it honestly, isn’t enough if you
are going to change the whole way we case-by-case manage the
JTPA system.

Other than that, I think perhaps a little more for services and
being a little straighter than we have been about chargirg to train-
ing rather than to the administrative category would be about the
way to go.

hairman PERKiNS. What do you think, Mr. Power?

Mr. Power. Somebody told me a long time ago you can’t eat
training. That is probably true. At least it doesn’t taste very good,
A; B, not only within the Commission’s report but in a context of
an attempt to create an integrated local service delivery method,
you have to use a case management device. That is going to be
more expensive than batch processing.

I guess the other side of that argument is ti‘f;dyou organize what
you are trying to do suck that it is denominated by outcomes, and
that the management device lies in the outcome and in the man-
aFement of outcome and in the association of costs with provisions
of units of outcome, then you will be abl: to manage the system to
achieve what you are trying to get, ratner than manage it by com-
mand and control devices.

Chairman PEgrkins. I wonder, in terms of different services that
were provided. I was walking over with Chairmar Bill Ford a few
minutes ago, and he started talking about a problem Kika de la
Garza from Texas was having in his local service delivery area.
They were teaching a bunch o? people to be welders. The onl;, prob-
lem was the people they were teaching didn’t speak English, and
there was no one that they could hire to teach them English, I
guess, because of the cap that was on the supportive services. They
were unable to do so.

So one of the things that concerns me in this—and I know,
having read the testimony that Virgil will give later about Eastern
Kentucky and other areas, that people have enough flexibility to
provide a tyJ)e of rural transportation or daycare tfype situations. It
is demanded in individual areas. I am not sure of the best way of
categorizing that. If you just put that in, calling that direct costs,
and you change the definition, or whether or not you go ahead and
try to do it. That is maybe the most politically acceptable way of
doing it, but I am not sure of the best way to approach ii. I would
just like to get some feel from you as to your opinions on this. I

aven't gotten it yet.

Mr. KoLBERG. I think the point you make is a further elaboration
of the points that both us made. That is, if you change the way you
manage this program, and that is what I believe we need to do;
case by case, rather than batches, as Phil says. Then I think—and
also secondly, you are very careful to target much more carefully
than we have ever been, so thit you have people that are really
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terribly disadvantaged with several problems, then clearly, that is
going to cost you more money. It is going to cost you management
money. It is going to cost you services money. I don’t thirk aﬁ' of
us know, Mr. Chairman, exactly what the right numbers are. More
for administration and more for services; how much more? I don’t
think there is any way of knowing. I think the committee is prob-
ably going to have to grab ¢ number that is a bit higher than what
we have and say this is the best we know, and go with it.

Chairman PeRrkinNs. Well, thank you. I think that is a fair
answer.,

Mr. PoweR. Let me give you two ends of a continuum, because
one end was brought up in testimony today. It seems pretty clear,
at least from what Bill and . have been saying today, that we are
pretty skeptical about on-the-job training. I am not convinced that
it gets very much done. I am reasonably convinced that it is ‘‘cheap
and dirty.” It is a nice way to bang up your numbers. I am not sure
what it does.

At the other job of the continuum, you have the Job Corps,
which plainly cosis a lot of money per person and plainly works. So
the question the committee is going to have to deal with is: Are we
serious about trying to provide serious training for people who
need it? If we are serious about that, then we ought to measure
and define what kind of training we are going to get, associate
funding with the provision of that training, and take the political
heat for spending the money that we have to do in order to get
those outcomes.

Chairman PERkINS. [ think that is a fair statement. I think what
concerns many people is when you provide the level of services
that are really going to be necessary, you are goi::' to see the
number of people that you are able to serve go down dramatically.

Mr. Power. The question is: Do you want to produce numbers or
do you want to produce results?

Chairman PeRrkINs. That is exactly right.

Mr. Power. I guess I am a simple country newspaperman, and I
prefer results.

Chairman PerkiNns. I don’t have any further questions. Steve, do
you have any?

Mr. GUNDERSON. No, thank you.

Chairman PERxiNs. I thank the two gentlemen for putting up
with us for two hours, and we’ll let you go on to greener pastures
now.

Let’s turn to the next panel. We have the Honorable John Gart-
land, President of the National Commission for Employment
Policy; William A. Tracy, Chairman of the New Jersey meloy-
ment and Training Commission for the National Governors’ Asso-
ciation; and Virgil Osborne, Executive Director of the Eastern Ken-
tucky Concentrated Employment Program.

I see Shannon Bailey, also here with us from Kentucky. He is
going to be the new Director of the CEP. We are certainly pleased
to see Shannon as well.

Virgil, I hate to see you go. You have a good replacement coming
in. I have read your report, and I thought it was very interesting.
g(}i)y don’t we start out with you telling us what you have to say

ay.
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Mr. OseorNE. Thank you, Mr. Chairman. It's a good thing we de-
cided to get our plane cancelled until tomorrow.
Chairman PERKINS. Good move.

STATEMENTS OF VIRGIL OSBORNE, EXECUTIVE DIRECTOR,
EASTERN KENTUCKY CONCENTRATED EMPLOYMENT PRO-
GRAM: WILLIAM A. TRACY, EXECUTIVE DIRECTOR, NEW
JERSEY EMPLOYMENT AND TRAINING COMMISSION, FOR THE
NATIONAL GOVERNORS' ASSOCIATION; AND THE HONORABLE
JOHN GARTLAND, CHAIRMAN, NATIONAL COMMISSION FOR
EMPLOYMENT POLICY

Mr. OSBORNE. Good afternoon, members of the committee, Mr.
Chairman. I would like to thank you personally for those kind re-
marks that you made at the beginning of the hearing on my behalf.
I would like to say that over those 23 years that I have been down
there, I have been the beneficiary of a lot of good advice and a lot
of good help. You might say that I have had a kind of mandate to
make sure that things in Eastern Kentucky went well in the field
that we were working in. I can recall appearing several times
before various committees and even the full committee when your
father was the Chair of that committee.

I want you to know that we in Eastern Kentucky are, and the
rest of the country should be, glad and proud that you are now able
to continue the efforts that your father so much believed in and
championed.

On behalf of the board of directors and the Private Industry
Council of the Eastern Kentucky Concentrated Employment Pro-
gram, Incorporated, I appreciate the opportunity to testify before
the Employment Opportunities Subcommittee of the United States
House of Representatives in regard to pending amendments to the
Job Training Partnership Act.

I commend the efforts being made to improve the quality of the
JTPA services reflected in the administration’s bill. I greatly ap-
preciate the Department of Labor’'s receptiveness to local input.
The following issues and concerns are those that we in Eastern
Kentucky feel should be given special attention by the Congress
and the Department of Labor. Since you have read the testimony,
Mr. Chairman and members, you will see that it is short and to the
point.

I will start by referring to the categories. The first concern we
have is the cost category. That has been mentioned and discussed
by each of the previous panel members. There is a great deal of
concern around the country about the current and proposed
amendments to the regulations concerning the limits placed on the
cost categories of administration, training, and support. As the
rules sit, my organization is exempt from some of those limitations
placed on these categories and other areas.

Our SDA has a large isolated rural area with virtually no trans-
portation. The needs of our population are extreme: transportation
problems, extreme poverty, high unemployment, and other social
and geographic barriers to employment and training would totally
inhibit effective JTPA services in our area if not for the fact that a
waiver had been granted. This waiver has allowed participants to
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receive a stipend while in training and the means to stay in train-
ing. Without the stipend, they simply could not participate. The
waiver has also provided the needed flexibility to make program-
ming and training opportunities responsive to the participants’
needs.

Currently the JTPA is being called upon to provide more inten-
sive and long range services to an increasingly needy population.
Our participants need to be motivated towards self improvement.
They need various types of counseling. They need the most basic of
basic skills and then job training. JTPA is being called upon to
assess the various needs of the participant and then see that these
needs are addressed.

We have heard about and witnessed the alarming decline of our
skilled workforce and the widening gap between the poor and the
rich. The goals set before JTPA are appropriate. I am here to testi-
fy, however, that under the current and proposed cost iimitations,
althou%h better than the old, the JTPA system cannot respond ef-
fectively.

The current limitations contradict the call for long-term train-
ing. Participants must be supported while in training. The current
and proposed limitations on support expenditures place SDAs in an
impossible situation. At a minimum, the cost associated with as-
sessment, counseling, case management, and 100 percent of work
exggrience must be recognized as direct training expenditures.

, obviously, the definition of cost is key. If it stays as proposed,
we will have problems. A more practical method is to initiate two
cost categories. I heard you asking the gentleman earlier about a
suggestion from the standpoint of the cost of administration, train-
ing, and support. We would suggest the initiation of two cost cate-
gories: administration and services. The services category would in-
clude all the activities provided to the participant on behalf of the
participant. This flexibility would allow the SDA to respond to par-
ticipant needs while in training. Performance standards would
ensure that skill training take place at the appropriate levels, if we
were to be concerned about that.

The second area we would like to refer to is the performance
standards, Section 124. The employability enhancements have
become a paperwork nightmare. Philosophically, adult competen-
cies make sense and should be encouraged in terms of legislative
changes. However, there are two concerns: One, adult competencies
should not divert the original intent of the law. The purpose of the
JTPA is very clear: To reduce unemployment and dependency on
welfare. Adult competency performance standards, if not worded
carefully, would alﬁ)w SDAs to claim positive outcomes without
employment.

wo, adult competencies should not require the paperwork in-
volved in the youth competencies. This would drastically increase
cost beyond any benefit.

As for Youth Enhancement Standards, the current youth stand-
ards, measured yearly, inhibit long term training for youth at risk.
SDAs with multi-year program designs for youth at risk will not
exit these youth as attained enhancements every year. Youth who
are in need of less training will be more likely to exit during the
program year us attained employment and not enhancements. The
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current standards encourage shorter term training than what is
needed for youth with severe barriers to employment. Youth stand-
ards should allow for more flexibility for program design.

Program Design, Sections 204 Adult and Section 254 Youth, is
referenced here. The bill establishes specific activities for specific
problems. In most cases, the activities required are realistic rela-
tive to the participant’s needs. I support more intense and compre-
hensive services based on assessed need. However, the strength of
the local delivery system established under JTPA stems from the
flexibility to meet participants’ needs and not the needs of legisla-
tion. Requiring specific activities for specific problems is especially
a problem in rural areas. The specific activities needed may not be
available at all times. Large geographic areas and limited resources
have a bearing on what services are offered, and the bill must be
tempered to accommodate them,

Fiscal Controls: Appropriate fiscal management in JTPA is very
important and a priority for all administrators. It should be a pri-
ority for all administrators. The current language in the JTPA
allows for States to design their own fiscal management, procure-
ment and their cost determination systems to meet the specific
needs of the State and local areas. The problem is that many of
these systems have been juestioned by the Inspector General and
the Department of Labor in terms of their appropriateness.

Accounting standards and control standards are currently estab-
lished under the OMB circulars as well as the AICPA standards.
But by allowing too much flexibility to individual States, this is
creating confusion, misinterpretation, and a waste of limited re-
sources. The amendments should set minimum JTPA standards in
accordance with Generally Accepted Accounting Principles and
allow States limited flexibility to set up systems within the bound-
aries of these minimum standards.

In reference to establishing a State Human Resource Investment
Council, Section 201, the establishment of State Human Investment
Council is a very positive step towards improved service delivery
and coordination. Current language, however, includes State em-
ployment services as a member but excludes representation from
any SDA organization, except at the Governor’s discretion. SDA
representation should be mandatory to ensure that local concerns
3’111‘(11) Aissues are addressed. Local control is the central theme of

Section 253, Youth Eligibility: I fully support the language in the
administration’s proposed amendments. This language retains the
emdphasis on economically disadvantaged youth, yet provides for co-
« »dination with existing information. Curreutly, many economical-
ly disadvantaged, high risk youth are not served because their par-
ents are not available or do not cooperate enough to provide the
system with the needed eligibility information for enrollment.

sing free lunch and Chapter I records will allow the SDAs to pro-
vide services to those youth most in need and reduce the adminis-
trative costs.

Section 254, the Youth Program: As a condition of participation
in the program, an individual under the age of 18 and a school
dropout must enroll in and attend school or enroll in and attend an
alternative high school, enroll in and attend an alternative course
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of study approved by the local educational agency, or enroll in and
attend a high school equivalency program. This is good. In most
cases, this will be very positive. However, these youths will not
have access to JTPA services in cases where the youths have failed
in the regular school system and no appropriate alternative pro-
gram is available in his or her area. Flexibility in the language of
this section to allow for waivers under specific conditions would
solve this problem.

The Summer Youth Employment and Training Program, Title
II-A of JTPA: The summer youth employment and training pro-
gram should be retained under separate title. It has been an impor-
tant program since 1964, and the specific goals of this program
remain unchanged today. SDAs should continue to be encouraged
to link activities under II-B and II-A.

A separate title is crucial to program flexibility. Many economi-
cally disadvantaged youth may not be in need of specific job train-
ing services or in need of a year round program. However, benefit
from work expcrience and the financial assistance it provides in
the summer far outweighs that.

The Youth Opportunity Unlimited Program, Section 492: The
Secretary may, and I quote, reading from certain sections, ‘“The
Secretary may award grants directly to urban SDAs and to States
for rural SDAs.”

This appears to be ' used toward urban areas. Rural areas like
the rural CEPs, with high concentrations of poverty, should be eli-
gible for grants through the Secretary. It should be specified that
the administrative entity of the II-A funds of the JTPA must run
the program.

The payments in regard to this program, Federal Share: The
Federal share for the Youth Opportunity Unlimited Program fund-
ing is set at 50 percent. This match requirement is far too high for
poor counties and rural areas, therefore, giving most SDAs little
chance to realistically participate in this program. I believe this re-
quirement should be eliminated for the poor SDAs like the rural
CEPs, for instance.

Mr. Chairman, 1 would like to associate my comments and
myself with the comments from, I believe, State Legislator Beard
in regard to OJT. I think she put the OJT situation in pretty good
perspective, and, contrary to some other testimony, I think it is a
very viable program, especially in the rural area and for folks
having a first time opportunity for employment. We would strongly
recommend cleaning it up in places where it needs to be cleaned
up, but having an OJT program is a very viable alternative, espe-
cially in the rural areas.

One other comment before I close, Mr. Chairman, for thought
and consideration. I would like to offer to this committee the rec-
ommendation to reconsider the old concentrated employment pro-
gram design and principle as maybe a method or mode to work to-
wards the employment and training problems of the communities
of this Nation. I think the CEP had some pretty good effects back
home, concentrating all the resources that are available to deal
with all the problems of employment training in the general popu-
lation in the area.
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Mr. Chairman, that concludes my testimony. Again on behalf of
our board of directors and myself and Mr. Bailey, who, as you have
said, will be assuming the responsibility of my position the 1st of
June, I want to thank you again for having us here and giving us
an opportunity to present this testimony.

[The prepared statement of Virgil Osborne follows:]
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JTPA Amendments
Virgll Osborne
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Virgil Osbome, Executive Director of Eastern Kentucky C.E.P., Inc. for over twenty (20)
years, submits this testimony with regard to pending amendments to the JTPA. The
following issues and concerns are those areas that should be given special attention
by Congress and the Department of Labor.  On behalf of the Board of Directors and
the Private Industry Council of the Eastern Kentucky Concentrated Employment
Program, | appreciate the opportunity to testify before the Employment Opportunities
Subcommittee of the United States House ot Representatives. | also commend the
efforts made to improve the quality of the JTPA services reflected in the
Administration’s Bill and greatly 2jppreciate DOL's receptiveness to lucal input.

Cost Categorles (Ref. Sec. 108-"Limitations on Certaln Costs”)

There is a great deal of concern around the country concerning the current and
proposed amendments to regulations concerning the iimits placed on the cost
categories of administration, training, and support. As a C.E.P, my organization is
exempt from the limitations placed on these categories. Our SDA is a large isolated
rural atea with virtually no public transportation. The needs of our population are
extreme. Transportation problems, extreme pov.- ty, high nnempleyment, and other
social and geographic barriers to employment and train ng verki totally inhibit
effective JTPA services in our area if not for the fact that a wavier has been granted.
This wavier has allowed participants to receive a $3.00 stipend while in training and
the means to stay in training. Without the stipend they simply cannot participate. The
wavier has also provided the needed flexibility to make programming and training
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opportunities responsive to participant need.

Currently, the JTPA is being called upon to provide more intensive and long range
services to an increasingly needy population. Our participants need to be motivated
towards self improvement, they need various types of counseling, they need the most
basic of basic skills and then job training. JTPA is being called upon to assess the
various needs of the participant and then see that those needs are addressed. We
have heard about and witnessed the alarming decline of our skilled workforce and the
widening gap between the poor and rich. The goals set before JTPA are appropriate.

I am here to testify, however, that under the current and proposed cost limitations, the
JTPA system cannot respond effectively. The current limitations contradict the
call for long term trailning. Participants must be supported while in training. The
current and proposed limitations on support expenditures place SDAs in an
impossible situation. At a minimum, the cost associated with assessment, counseling,
case management, and 100% of work experience must be recognized as direct
training expenditures.

A more practical method s to initiate two cost categories, administration and services.
The services category would include all the activities provided to the panticipant. This
flexibility would allow the SDA to respond to panicipant need while in training.
Performance standards would ensure that skill training take place at appropriate
levels.

Pertormance Standards (Ref. Sec. 124 )

The employability enhancements have hecome a paper work nightmare.
Philosophically, adult competencies make sense and should be encouraged in terms
of legislative changes. | have two concerns:
1. Adult competencies should not divert the original intent of the law.

The purpose of the JTPA is very clear: To reduce unemployment

and dependency on welfare. Adult competency performance

standards, if not worded carefully, would allow SDAs to claim

positive outcomes without employment.

2
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2. Adult competencies should not require the paperwork involved in
the the youth competencies. This would drastically increase cost
beyond any bensfit.

Youth Enhancement Standards

Current youth standards, measured yearly, inhibit long term training for youth at risk.
SDAs with multi year program designs for youth at risk will not exit these youth as
attained enhancements every year. Youth who are in need of less training will be
more likely to exit during the program year as attained employment and not attained
enhancement. The current standards encourage shorter term training than what is
needad for youth with severe barriers to employment. Youth standards should allow
tor more flexibility for program design.

Program Design (Ref. Sec. 204 Adult and Sec. 254 Youth)

The bill estavlishes specific activities for specific problems.

In most cases the activities required are realistic relative to the participant's need. |
support more intense and comprehensive services based on assessed need.
Howsver, the strength of the local delivery system established under JTPA stems from
the flexibility to meet enrollee needs and not the needs of legislation. Requiring
specific activities for specific problems is especially a problem in rural areas. The
specific activities needed may not be available at all times. Large geographic areas
and limited resources have a bearing on what services are offered and the bill must be
tempered to accommodate them.

Flscal Controls; Sanctiuns (Ref. Sec 115)

Appropriate fiscal management in JTPA is very important and a priority concern for
administrators. The current language in the JTPA allows for states to design their dwn
fiscal management, procurement, and cost determination systems to meet the specific
needs of the state and local areas. The problem is that many of these systems have
been questioned by The Inspector General and Department of Labor in terms of their
appropriateness. Allowing too much flexibility to individual states has created
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confusion, misinterpretation, and a waste of limited resources. The amendments
should set minimum JTPA standards in accordance with Generally Accepted
Accounting Principles and allow states limited flexibility to set up systems within the
boundaries of these minimum standards.

Establishment of State Human Resource Investment Councii (Ret. Sec.
201)

The establishment of a State Human Investment Council is a very positive step toward
improved service delivery and coordination. Current language, however, includes
state employment services as a member but excludes representation from any SDA
organization, except at the governor's discretion SDA representation should be
mandatory to ensure that local concerns and issues are addressed. Local control is a
central theme of JTPA .

Youth Eligibllity (Sectlon 253)

I fully support the language in the administration's proposed amendments. This
language retains the emphasis on economically disadvantaged youth, yet provides
for coordination with existing information. Currently, many economicaily
disadvantage, high risk youth are not served because their parents are not available
or cooperative enough to provide the system with needed eligibility information. Using
free lunch and chapter 1 records will allow SDAs to provide services to those youth
most in need and reduce administrative costs.

Youth Program (Ref. Section 254)

As a condition of participation in the program, an individual under the age 18 and a
school dropout must reenrolt in and attend school, enroll in and attend an alternative
high school, enroll in and attend an alternative course of study approved by the local
educational agency, or enroll in and attend a high school equivalency pregram. In
most cases this will be very positive. However, these youth will not have access to
JTPA services in cases where the youth has failed in the regular school system and
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no appropriate alternative program is available in his or her area. Flexibility in the
language of this saction to allow for waivers under specific conditions would solve this
problem,

Summer Youth Employment and Tralning Program (JTPA Title 1IB)

The SYETP should be retained under separate title. SDAs should continue to be
encouraged to link activities under 11B and |IA. A separate title is crucial to program
flexibility. Many economically disadvantaged youth may not be in need of specific job
training services or in need of a year round program, however, benefit from work
experience and the financial assistance it provides in the summer months.

Youth Opportunity Unlimited (YOU) (Ref. Sectlon 492)

The secretary may award grants directly to urban SDAs and states for rural areas.
This appears to be hiased toward urban areas. Rurai CEPS with high concentrations
of poverty should be eligible for grants through the Secretary and it should be
specified that the administrative entity of Title |l funds of the JTPA must run the
program.

Payments, Federal Share (Ref. Sectlon 496)
The federal share for YOU funding is set at 50%. This match requirement is far too

high for poor counties and areas. | believe this requirement should be eliminated for
Rural CEPS.
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Chairman Perkins. Thank you very much for your fine testinio-
ny, Virgil. I'll ask you a few questions in just a few minutes.

I would like to now turn to the gentleman here in the middle,
Mr. William Tracy, who is the Chairman of the New Jersey Em-
ployment and Training Commission for the National Governors’
Association.

Mr. Tracy.

Mr. Tracy. Thank you very much. Good afternoon, Mr. Chair-
man and members of the committee.

My name is Bill Tracy. I have to turn down the promotion, Mr.
Chairman. I am the Executive Director of the New Jersey Employ-
ment and Training Commission. I am here today to testify on
behalf of the Nation’s Governors for the National Governors’ Asso-
ciation.

Overall, the Governors’ Association is pleased with the efforts to
redefine the JTPA system. We believe that many critical areas to
improve the program have been addressed by this subcommittee.
At the came time, NGA wishes to emphasize its belief that it is im-
portant to maintain the basic principles that guided the creation of
JTPA 9 years ago.

The fundamental precepts of the Federal, State, and local part-
nership, the public-private partnership that Bill Kolberg endorsed
earlier in this panel, the policy-making and managerial role for
Governors, and the flexibility for State and local service delivery
arear to develop responses that are unique to their needs are essen-
tial to the continued success of the Job Training Partnelshlp Act,
and we urge {ou to uphold these legislative principles in the com-
mittee’s bill. In this regard, I would like to share several thoughts
on areas of particular importance to the Governors.

First, coordinated human investment strategies: The Governors
commend Congless commitment to ensuring that States more ef-
fectively coordinate employment, training and education programs
and urge that you provide Governors witir the option of consolidat-
ing oversight and planning for their empl.yment, training and vo-
cational education programs into a single council, and encourage
the creation of such councils through incentives. for example, pro-
viding specified funding for these councils in the legislation.

Also, the Governors urge a provision in the flexibility and size
and the composition of the councils or the commissions to address
all appropriate constituencies without having to try to force feed
some of the requirements of several boards and commissions.

Third, the Governors propose that as in the Department of
Labor’s discussion draft, to seek a waiver, the ablhty to seek a
waiver from any statutory or regulatory provision which would
impede a State’s abili.y to accomplish these basic goals.

Lastly, in this context, allow the States the portion of developing
a single workforce preparation plan which could be submitted to
the various Federal agencies in lieu of current individual plans
such as JTPA, Perkins, Adult Education, JOBS, et cetera.

Many of the States are beginning to come to grips with this on
their own, Mr. Chairman. In New Jersey, for example, the Gover-
nor has taken the initiative and Governor Florio has established a
consolidated Human Investment Council that has been framed in
State legislation. This council was established in 1990 and is
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charged in State law to design, plan, and coordinate all occupation-
al education and workforce readiness services across all cabinet de-
partments in the State.

During its first year of operation, the Commission has developed
recommendations which have been accepted and are in the process
of being implemented by the Governor and the cabinet, to consoli-
date 64 distinct programs which operated in 6 departments of State
government into 15 program areas in 3 departments of govern-
ment,

The Governor has also accepted the recommendations of an occu-
pational education task force of the Commission, which established
recommendations similar to the articulation and tech prep provi-
sions of the new Perkins Act. I would like to just share very briefly
with you one example of the kinds of connections that are possible
through the State Human Investment Councils.

In the southern part of New Jersey, in the field of computer inte-
grated manufacturing, there is an excellent example of education
and public-private partnerships between all the county colleges and
vocational/technical schools in the southern part of the State that
are connected through Camden County Community College to de-
velop an associate’s program in computer integrated manufactur-
ing.

New Jersey Institut. of Technology, which is the State’s premier
engineering institute and the State college system will accept full
faith and credit. So. in essence, students in New Jersey, whether
they are youths or adults, can connect at the secondary, associate’s,
and bachelor’s level and plug in, whether they are displaced work-
ers or whether they are students going through a primary educa-
tion system, to a variety of technical titles and technical opportuni-
ties. Through the commission, we hope to expand this concept and
make this a norm.

Additional recommendations of the Governor’s Association are
that there needs to be improved targeting that allows for flexibil-
ity. At the same time, Governors urge that the commitment to tar-
geting not constrain State and local ability to fashion and support
activities consistent with the goal of serving the most in need and
responsive to local circumstances. Specifically, we urge that the
legislation establish that service delivery areas, with the approval
of the Governor, have an option of designating an additional seri-
ous barricr to employment beyond those which are established in
Federal legislation.

The Governors agree that it is imperative that the youth pro-
gram target those most at risk. However, it is also important that
the amendments acknowledge that what comprises youth most at
risk varies across the country and even within a single State. Set-
ting a 50 percent floor on the out-of-school youth would be detri-
mental to those States that have established successful in-school
programs in an attempt to reduce the dropout rate. It would
appear that we should support programs designed in conjunction
with the educational system which are aimed at Jropout preven-
tion and increasing school achievement.

The Governors recommend a separate or endorse a separate
youth and adult title and urge that the option be available to each
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service delivery area to establish a separate summer program
within the youth title.

The Governors also endorse greater accountability and support
the programmatic reforms which are in the committee’s biil. We
recommend strongly additional language and encouragement and
resources for capacity building within the practitioners of the
system.

Also, the Governors rccognize that it is necessary to improve pro-
gram integrity and to support the appreach outlined in the Depart-
ment’s discussion draft. The Governors do not, however, support
the wholesale implementation of OMB circulars into the JTPA pro-
gram.

I think in short, Mr. Chairman, that t*.e Governors feel that they
would like the committee to tell them what to do, not how to do it,
and let them exercise discretion in determining how to set up the
fiscal safeguards to meet the committee’s needs.

In closing, the Governors also encourage the committee to ad-
dress the capacity in small States through an allowance for an ad-
ministrative minimum and recommend that a su/ficient time
period for a smooth transition for these amendments e placed into
the legislation so that States and service delivery areas ran re-
spond to these changes.

Thank you, Mr. Chairman.

[The prepared statement of William A. Tracy follows:]
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Thank you, Mr. Chairman and members of the Committee. I am William A,
Tracy, Executive Diraentor of New Jereey’'s Employment and Training
Commiseion.

I appreciate the opportunity to teetify today on behalf of the nation’s
Governore. The Governore hava pPromoted reforme in welfare,
adminietrative financing for the Employmant Security and Unemployment
Ineurance, child care, education and dielocated worker training
programe. They have been deeply committed to eupporting initiatives
that will enable thie country to better develop our human capital. When
skilled labor joine the liet of ecarce resocurcee, it le critical that
wa carefully examine the extent to which our job training programe are
preparing our workforce.

We welcome you to your new poet ams chairman of thie eubcommittee and
thank you for taking an interest in what we believe ie major priority
of Governore in thie nation -- preparing all Americane for the jobe of
the 1990s.

Overall, we are pleaesd that efforte to refine JTPA addreee meny of the
critical areae that we believe can improve the program, but at the eame
time maintain the baeic principlee that guided the creation of the Job
Training Partnerehip Act nine years ago,

We commend the Congrese for your forseight in eetabliebing when JTPA
wae originally enacted in 1982 the following four guiding principles,
We urge that theee be maintained ae the bedrock for future amendmente.
The principlee you eetabliehed were that:

© "The legielation muet provide for the involvement of the private
sector in the deeign and adminietration for training programe...”

o “"Job training legielation muet recognize the true principle of
federalism...The new JTPA legielation will recognize the role of
the etate in all local programe &nd and the exceesive involvement
of the federal government.”

o "Job training legielation muet be training legielation and not an
income maintenance program.®

o "Legielation muet ineist on performance.”

We strongly believe that euch fundamental precepte ae federal, etate,
and local partnerehipe, the policy-making and managerial role of the
Governore, and the flexibility for statee and local eervice delivery
areae to develop reepunses that are unique to their neede are
absolutely essential to the continued eucceee of JTPA. We urge you to
uphold theee legislative principlee in the committee’s bill.

In thie regard, I will ehare with you eeveral thoughte on areae of
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particular importance to us -- facilitating Governors efforts to
establish coordinated human investment strategiss, improving targeting,
establiehing a separate youth and adult title, developing and improving
methode for assuring accountable, quality programs, and reforming
performé&nce svsndards.

DEVELOPING A COORDINATED HUMAN INVESTMENT STRATEGY

The Governors commend Congres:’ commitment to ensuring that states moce
effectively coordinate employment, training, and education programs.
It {s important for you to recognize the importance of coordination and
to provide Governors the opportunity to integrate the planning and
oversight of JTPA and other human investment programs, as appropri.te,
within their states.

The Governors urge you to:

o provide Governors with the option of coneolidating oversight and
planning for their employnent and training and vocational education
programs intn a single council, and to encourage its creation
through incentives, for example by providing funding to staff the
council.

o provide Governors with flexibility in both the size and composition
of the Human Resources Investment Council.

© enable Governors, as proposed in the Department of Labor's
discussion draft, to seek a waiver from any statutory or regulatory
provision which impedes the state’s ability to accomplish the basic
goals of JTPA, for exampie reducing the high r “ool dropout rate or
increasing 1literacy levels. This would fucilitate an outcome
oriented approach to performance.

O allow states the option of developing & single workforce
preparation plan which could then be submitted to the various
federal agencies in 1lieu of the current individual plans now
submitted for JTPA, Perkinas, Adult Education, JOBS, etc.

In many states, such as in New Jersuy, the Governor has taken the
initiative to set up a consolidated human investment council,
Established in state law in 1990, the New Jersey Employment and
Training Commission is designed to plan and coordinate occupational
education and workforce readinese services acioss the jurisdiction of
all cabinet departments in the state. The membership satisfies the
requirement of the State Job Tralning Coordinating cCouncil (SJTCC), and
works very closely with the membership of the State Council on
Vocational Education.

The Commission is established on the basiez of two principles: all
activities are labor market dJdriven and all services aras customer
focusad.

The following ar¢ gaveral of the results from the Commission’s first
year:

O
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o State-level agsnciss wers consoclidatsd from 64 distinct programs
operatsd by 6 government departments into 15 program areas in three
dspartments.

o The Commission established an occupational education task force
that developsd a nsw approach to looking at secondary and
postsecondary occupational education, including & new definition
for occupational education based on function and not program or
grade level.

o The Commission strongly sndorsed linking various levels of
schooling (e.g. high schools and two-year collsges) with the
private ssctor so that 1lifelong learning can be a- continuous
value-added experience for the "customer.”

The pioneering efforts in southern New Jersey in the field of "computer
integrated manufacturing® (CIM) are an excelient example of a
successful partnership betwsen educational institutions and the private
ssctor. Camdsn County Community College servss as the centsrpiece of
this CIM educational program. All of the area county colleges, with
linkagee to the secondary schools and the New Jersey Institute of
Technology, offer students a range of Carver options in this cutting
edge field. As this program evolves, students in secondary schools
will bs able to pursue a career path that will take them through four
years of college. The CIM centers contain & "model factory" where
companies can begin experimenting with sophisticated production
techniquea to dscida whether they are technically or economically
feasible. At the same time, as new methods in computer-bassd programs
in enginesring, dasign, and manufacturing becoms available, workers c&n
receive training from ths county colleges.

Washington State Governor Booth Gardner signed into state law last wesk
a law that creates a tripartite Workforce Training and Education
Coordinating Council, made up of 9 rspresentatives from business,
labor, and stata government. Yodelled on ths German system, this
adviaory body has broad authority to establish statswide workforce
preparation policy. Washington sought to consolidate all workforcs
preparation policy advisory boarda into a single council, but becauae
of the different membership requirements for the Carl Perkins
Vocational Education and ths JTPA councils, they vere unable to do so.
Washington'a compromise was to make the new council a part of the JTPA
Council, and to leavs the fsderally mandated vocational education body
intact.

If, on the other hand, Governors had the authority to waive ths
composition and fixsd membership requirements of Councils under
existing law, statss conuld implsmsnt cocrdinated human investment
strategies without having to go through so many contortions.

The Governors suggest that thsre is not one single approach to ths
development of a coordinated human rssource strategy, but rather that
yocu faclilitats and reward stats efforts to integrate human resourcs

devslopment policy and planning by expanding opportunities for
flexibility .
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I would be happy to provide you with more information about the New
Jereey Employment and Training Commieeion.

GREATER ACCOUNTABILITY:
THE NEED FOR IMPROVED TARGETING THAT ALLOWS FOR FLEXIBILITY

The Govarnore commend efforte to more epecifically target JTPA programe
to our most needy, moet at-riek, citizens. They eupport amendments
that would require that participante experience barriere toc employment
beyond being economically dieadvantaged. Governore agree that they
muet work to eneure that individuale lacking in baeic ekille, with a
hietory of long-term dependency on public aeeietance, or with limited
or troubled work hietoriee are the priority of thie program.

At the eame time, the Governore urge that the commitment to targeting
not conetrain state and local governaents’ ability to faehion and
support activitiee coneietent with the goal of serving the moet in
need, but reoponeive to local circumstancee. The nature of tie at~riek
or chronically unemployed population in Aehland, Kentucky may be very
different from that in Camden, New Jersey, or Black River PFalle,
Wieconein.

Specifically, we urge that the legielatiun aetablieh that the Service
Delivery Area (SDA), with the approval of the Governor, have the option
to deeignate an additional gerious barrier to employment beyond thoee
eetablished in ths federal legielation. The determination would be
bassd on the demographice and epecific neede of the area. We expect
that the adminietration’e proposal will include this provieion.

The Governore agree that it is imperative that the youth program target
thoee moet at-riek. However, it is aleo important that the amendmente
acknowledge that what comprisee youth moet at riek variee acroee the
country and even within any eingle etate. Some -- particularly rural
~= aresae do not have ae ssvere a dropout problem ae cthers, and yet may
etill have a eignificant number of individuale who are economically
dieadvantaged and lack the baeic and/or vocational ekille necessary to
obtain and retain & 3job. There are a number of factore that may
contribute to an individual being at riek, including but not limited to
not having completed high echool. Setting a 50 percent floor on
out-of-echool youth would be detrimental to thoee etatee that have
setabliehed eucceeeful, in-echool programe in an attempt to reduce the
dropout rate. It would appsar that we ehould eupport programe deeigned
in conjunction with the education eyetem, which are aimed at drop-out
prevention and increaeing high echool achievement, given that thie is
one of the most important goale of JTPA and ie coneietent with the
National Goals for Education.

It ie critical that the legielation be saxtremely clear on the need to
target individuale with multiple barriere, but at the eame time not be
e0 preecriptive that it prohibite Governore from crafting eolutions
that accommodate the circumetances in their etate, or a particular area
within the etate.
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A SEPARATE XOUTF AND ADULT TITLE

The Governore eupport changee to create a dietinct youth and adult
title. By creating a eeparate youth title, targeted to out-of-echool or
in-echool at-riek youth, the legielation acknowledges that youth
require a unique package of eclutione, one that ie highly coordinated
with our educational eystem. The Governore urge you to eetablieh a
ssparate youth and adult title, with the option available to each SDA
to ecetablieh & eeparate eummer program. Thie wil) allow the
flexibility to conduct: year-round youth programe ae well ae eerve
economically disadvantaged youth who can participate only during the
eummer monthe.

Rather than mandating that each eurmwer participant aleo engage in a
year-round activity, we would encourage you to adopt the approach taken
by your House collesaguee laet year. That propoeal eetabliehed that
each SDA develop an aesseement and eervice strategy for each
participant. If participation in a year-round program fits the client’se
neede, ehe or he could enroll.

I ehould mention ae well that the Governore eupport the Youth
Opportunitiee Unlimited Program, provided that grant applications are
submitted with the approval of Governore, funding for the demonstration
programe ie adminietered through the etate, and the grante are funded
only after the primary youth and adult titlee have at leset level
funding with an adjuetment for inflation. Given the legislation’s focue
on accountability and coordination, it would seem counterproductive for
individual SDAs to be developing programe that may not ba fully
reconciled with the Governor‘e prioritiee and overall etrategy for
eervice delivery.

Whon releaeing the National Education Goale last Year, the Preeident
and the Governore etated, "At preeent, neither federal nor etate and
local lawe and regulatione focue eufficiently on receulte or on real
educational improvement for all chi{ldren...In a word, we want to ewap
red tape for reeulte.”

Programmatic Reforms

The Governore helieve that programmatic reforme, like thoee preopored in
the adminietration’s bill thie year and put forth by both the Hou. a and
Senate during the laet Congrees, will eubetantially improve pcogram
quality. Specifically, the Governore eupport the emphaeie on eerving
individuals with multiple barriere, the focue or attaining education
and basic ekille increasingly neceseary in the workforce, and the
importance the proposed reforme place on eetabliehing compreheneive
etatewide etratsgiee in cooperation with education pr~j3-ams. The
education-training partnership must be axtended beyond cocrdinatic: iud
linkage within a eingle designated eet-aeide program as ie the caee
with the existing "8 percent" program, into an intdgrated eervice
delivery etructure woven throughout the eyetem, ae wnuld be the case
with the proposed "5 percent” linkage and coordination program.
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capacity Buildina

In additicn, we urge you to inveet in reeearch and developmeant,
technical aeeietance, and capacity building at the national, atate, and
local levele. If we are going to achieve JTPA’'s goals with a more
asriouely dieadvantaged populatlion, we muet enhance the eyetem’e
capacity. Spascifically, the Governore eupport grante for replication
of model programe (eo long ae the central titlea receive level funding
plue an increase for inflation), ae well ae a etate eet-aeide for
capacity building.

Progxas Integrity

Simultaneouely, the Governore recognize that (it ie neceessry to
etrengthen measuree to improve program integrity and eupport the
approach outlined in the department’a diecueeion draft. The Governore
do not support the wholeeale implementation of OMB circulare onto the
JTPA Program primarily becauee they will not addreee the probleme we
all intend to correct and will force etatee to duplicate accountability
and accounting procedurse already in procese.

Annuaily etatee raies and expend over $400 Pkillion from their own
mourcee; for theae funde we muet develop proceduree that eneure the
integrity of our accounting and procurement practicee. To force statee
to apply a different eet of practicee for the implementation of federal
programs ia duplicative without any guarantes of effectivenese. We
aleoc believe that a national mandate of OMB circulare ie inconeieent
with the original goale of JTPA, outlined at the oneet of my teetimeny.

If a epacific problem neede toc be addreseed in implementing or
enforcing etate practice or in the practice iteelf, we should fix the
problem, not overlay an additional croeecutting eyetem.

Specifically, the Governore seupport impoeing and enforcing the
following est of reforme, outlined in the adminietration’s propoeal.
The Governor would be required to:

o establish fiecal control and accounting principlee coneistent with
Generally Accepted Accounting Principlee (GAAP);

o preecribe, implement, and monitor procurement etandarde to eneure
fiecal accountability; and

o report to the S.crvetary regarding the above on an annual basie.

Rosure Copaclity do & m_nnn:_tnmgh_m_m:mnw
Administra! jve Minlmun

In addition, the Governurs urge you to provide emall statee with a
guarantesd tinimum amount of adminietrative dollare. Ragardleee of the
amount of dollare for which they are reeponeible, small statee muet
eetablieh policiee for Gouvernore, deeign and conduct :ceptable
monitoring practices, provide technical aseistance, review and svaluate
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programs and other related program pians, and generally carry out the
same administrative functions as other states. These responsibilities
would grow with the proposed changes to JTPA. Because many states have
not had adequate administrative funds, field monitoring, for example,
has suffered. This is precisely the type of activity that is necessary
to ensure program integrity and to prevent fraud and abuse.

Although ensuring that each state receive at least §600,000 {in
administrative funds would cost approximately $5 million and $450,000
would cost approximately $2.7 million, the JTPA Liaisons Group and the
State Job Training Coordinating Council Chairs support this proposal.
Both organizations represent all of the states.

Modifications to Exieting Performance Standards

The Governors support modifications to existing performance gtandards
to reflect the greater focus on service to individuals with multiple
barriers to employment. They consider it a critical acknowledgement of
the multistep procees involved in closing the employment gap, and are
particularly pleased that pending proposals have added the attainment
of baeic or employability enhancement skills to the factors which will
measure performance.

At the same tima, it is imperative to keep in mind that changing the
emphasia of JTPA will mean it will involve a greater investment of time
and money to achieve similar results with a more difficult population.
How long and how difficult it will be depends on the precise standards
ths Department of Labor devaelops.

The Governors would sncourage you not to lagislate that the Secretary
develop separate performance standards for the hard-to-serve, which
might inadvertently lower expsctations for different segments of our
population. They believe that the current performance management
system and incentives, including the state role in administering
incentive policy, offers sufficient opportunities for Governors to
target and reward services to hard to serve clients.

COMMENTS ON OTHER PROVISIONG

I would like to touch quickly on several other matters: the JTPA
system’s cdpacity to accomnodate JTPA amendments) the increased costs
of serving clientw under the amandments; a proposal to "sunset” JTPA in
1997) and proposals to carve distincticns in the continuum of services
we provide clients.

Ensuring A Smsooth Transition
The Governors are deeply committed to adapting their job training
systems to the changes brought about by these amendments. At the same

time, they caution that the response may be more wrenching to the
system than some might expect. It will be imperative that the federal
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government, states, and SDAs are jprovided with sufficient funds to
refine their operations, build their capacity, and provide ample and
timely technical assistance. Moreover, it is important that we develop
a reasonable implementation timeframe-- i.e. a full calendar ysar for
the reforms which will require new or revised capacity.

Increasing JTPA Coste

Because JTPA will be working with a more disadvantaged, lesser skilled
population, inevitably the cost of achieving success will increase.
With existing appropriations levels, in Program Year 1989, Title IIA of
the Job Training Partnership Act served less than 3 percent of tha
economically disadvantaged individuals in this courntry. It will be very
important that the Administration and Congress maintai.. 4 sustained
commitment to appropriating sufficient funds to effectively tackle the
kind of comprehensive training programs embodied in these amendments.
Obviously, it would be counter-productive if these amendments led to
reductions in our levels of service. We estimate that the cost of each
success story subsequent to the JTPA amendments will be double today’s
~- a worthy /nvestment, but essential to consider in determining
funding levels.

Sunget Provision

The Governors oppose the Administration’s proposal to sunset JTPA in
1997. JTPA was purposefully creatsd by Congress in 1982 with a
permanent authorization, sc as to guarantee some continuity in training
services to this nation's economically disadvantaged individuals and to
assure government'’'s private sector partners of the permanency of the
program. If changes to JTPA are necessary -- as they are now =-- there
is nothing to prevant the Congress from pursuing these reforms.
Howaver, to put the program on a forced review schedule eliminates the
guarantee of stability and may in fact prevent the program from being
amended at a time when it is appropriate to do so.

Copt cateqgories

If, as the thrust of this amendments process suggests, the JTPA program
is going to target a more extensive array of services on individuals
with seriocue harriers to employment, counseling and assessment will
play an increasingly important role. However, if, as the Department
proposes, a fourth cost category is added to the three clready present,
and assessment and counseling sre not considered direct training,
efforts to incorporate thess componente into our service delivery will
suffer. The mix of proper services will vary a great desl from client
to client, yet the creation of a fourth category with specific
percentage ceilings for each presupposes a fixed approach to meeting
clients’ needs.

The Governors see no advantage to drawing a seemingly arbitrary
distinction between the continuum of assessment, counselinyg, and
training services provided directly to clients that help us achieve our
goal of placing youth and adults in quality jobs. Adding & fourth cost
category will aleoc have the effect of increasing SDAs’ administrative
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burden because of the necessity for additional tracking, thereby
detracting from @services to cliente. For very dieadvantaged
individuale, bujlding eelf-esteem, for example, ie particularly
important and often a nacessary precursor to training.

I epeak on behalf of the Governors when I thank you again for your
leaderehip in helping the JTPA syetem evolve into a program which can
more effectively adiress the denands of cur current labor market and
the critical needs of our workere.

We look forward to working with you as you continue work on the
amendmente to the Job Training Partnerehip Act, and would be happy to
anewer any questions you have this afterncon.
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Chairman Perkins. Thank you, Mr. Tracy.

There is a response that members of Congress have, Mr. Pavlov
talked about it years ago, when bells go off. So we are going to take
a short minute while we go and respona to these bells one more
time.

We'll have a short recess and we'll be right back. Thank you.

[Recess.]

Chairman PEerkins. Having returned from that irresistible urge,
we now move on to the next guest that we have with us today. We
are very pleased to have with us today the Honorable John Gart-
l;nl(_l, Chairman of the National Commission for Employment

olicy.

Please feel free, as I said earlier, to shorten and summarize.

Mr. GArRTLAND. I will try to summarize the summary. Last night,
I did a 5 minute summary. Let me quickly go through the summa-
ry of the summary.

As you have heard, flexibility is the cornerstone of JTPA. The
things that I am going to teil you now the Commissicu has ap-
proved from the research that we have done.

First of all, we strongly recommend the retentior. of the 8 per-
cent set-aside. We feel that that is very important.

Number two, we strongly recommend the retention of the
Summer Youth Employment and Training Program. We can get
into this again if you would like to. I would have loved to have
been on the first panel to answer some of your questions. But
again, we feel very strongly on that.

There is one thing that we bring out now that we feel is very
important. It is a kind of breakthrough. Your staff is aware of it,
that we are now using the Unemployment Insurance data in a
study to evaluate JTPA and the post program. We think this will
give a much greater benefit to those States where it can be used.
We have some further study on it. We have to worry about the con-
fidentiality, which is another part of the study that we are doing
now. We have added more States to it. I hope by this fall, we will
have some real recommendations to you from the Commission on
this matter.

The other thing is that we do want to endorse the establishment
of the Human Resource Investment Councils at the State level, but
we would like you to establish three-year terms or some function of
terms, and also establish a process whereby the Governor desig-
nates the chairman and appoints members on a staggered basis.
But when a new Governor comes in, you do not just erase the
whole council and start over again. There is a long learning period
in the JTPA. I know from experience.

I would like to read something else because I think it is impor-
tant. Another concern that we have is about food stamp program
involvement in JTPA. First, we recommend that “recipients of food
stamps” as an eligibility of JTPA should be replaced with “eligible
for food stamps.” We have found that current eligibility require-
ments have an unintended effect of encouraging and creating an
incentive for people to accept food stamps if they want to enter
JTPA. Or the effect that if they don't want food stamps, they don't
come into the program. ~

Q
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Secondly, a similar problem would arise when the number of
people on food stamps was used in the allocation formula. This also
could give an unintended incentive to enroll people in food stamps
to enlarge your JTPA allotment.

We understand, and we just realized this the other day, that
some agencies are asking the Census Bureau to investigate the fea-
sibility of developing income data for local areas that would be
available between censuses. This data could prove useful for the
JTPA allocation formula. We are very encouraged, and we are
going to be pushing on this to see if something could be worked
out. '

Thank you, Mr. Chairman. We would be glad to answer any
questions.

[The prepared statement of Hon. John Gartland follows:]

()
NV |
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TESTIMONY OF
JOHN C. GARTLAND, CHAIRMAN
NATIONAL COMMISSION FOR EMPLOYMENT POLICY
BEFORE THE
SUBCOMMITTEE ON EMPLOYMENT OPPORTUNITIES
U.S. HOUSE OF REPRESENTATIVES

MAY 21, 1991

On behalf of the National Commission for Employment Policy, I
wish to thank Chairman Perkins and Members of this Subcommittee for
the opportunity to share with you the Commission's views on
amendments to the Job Training Partnership Act.

My testimony is based on the Commission's findings an#
recommendations as well as Commission~sponsored research. Some of
the suggestions were offered two years ago in testimony presented
to the Subcommittee on Employment and Productivity in the u.s.
Senate and the Committee on Education and Labor in the U.S. House
of Representatives., Many suggestions are new: they are based on
research completed after the earlier testimony had been presented.

My testimony focuses on major issues that have surfaced about
the Job Training Partnership Act (JTPA) since I last presented
testimony. One issue relates to pressures to centralize decision-
making at the federal level. A second issue concerns the need to
strike a balance between increasing the human capital of
economically disadvantaged individuals and providing them with
financial support. Third, there is a need for states and SDAs to
‘ncrease their efficiency, cost- and program-effectiveness. And
finally, there is a concern over equity of access to JTPA programs.

I will discuss these issues -- and indicate the commissiont's
recommendations -- using as the frame of reference, one of the
principles on which JTPA was established: New Federalism. New
Federalism ghifted responsibility for JTPA to the states and local
areas and gave them flexibility in how they operate their prog®ams .

For several reasons flexibility for states and local areas
[specifically, Service Delivery Areas cr (SDAs)] is even more
important than it was in the early 1380s.

o Not oniy is the nation's population becoming increasingly
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diverse, but also the dimensions of this divernity differ
among states and localities. For example, the size of
the immigrant population varies widely from state to
state and city to city. Also, the level of education and
training of different immigrant groups varies widely. As
a result, individual local education and training systems
are experiencing demands of different types and degrees.
In some places, there is a tremendous need for progrars
to include both basic skills and English as a second
language (ESL) issues; in other localities the need is
more focused on ESL programs; and in still other places,
where there are few immigrants, the need is for basic
skills remediation and dropout prevention within our
jative-bori population.

o .tates and 1local areas are experiencing budget
constraints to different degrees. Moreover, among
localities that must cut back programs, there are
variations in the extent to which funds from either state
or private sector sources are available to "pick up the
slack.”

v Since the early 1980s there has been an inciease in the
number of federally sponsored employment and training
progras - and there has been an increasing emphasis on
progre coordination. Since JTKFA was enacted, separate
federal employment and training programs have been
established for food stamp recipients and welfare
recipients. These program now co-exist at the local
level not only with JTPA programs, but also with older
programs such as the Employment S3:rvice and the
vocational education system. Each of these programs has
its own rules, regulations, administrative structures and
incentive systems. It is the responsibility of state and
local officials to 1ink these programs to achieve greater
cost-effectiveness and more '"user friendly" progranm
access for potential clients.

First, I would like to discuss a JTPA program where
flexibility versus centralization is a major issue. The program is
the 8-percent education-coordination set-aside.

Two Years ago, my testimony indicated that the Commission was
in strong support of this set-aside. These funds have been
invaluable to the JTPA system as a reserve for innovative programs.
In our research on JTPA programs for the homeless, we heard how

~state and local programs rely on 8-percent funding for pilot

projects.

In addition, witnesses at hearings held across the nation told
the Commission how these resources were instrumental in funding
English as a second language programs. In our report, i

53
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(- tem, the Commission
recommended the set-aside be supported until the Department ot
Labor had undertaken additional research on its uses and shared its
findings with Congress and the states.

Since that time, we have undertaken some of this research at
the Commission. We have several findings.

As you know, the current education-coordination set-aside has
an 80/20 split. At least B0 percent of the funds must be used to
provide education and training services to eligible participants
through cooperative agreements between education and JTPA agencies.
Not more than 20 percent of the set-aside pay be used for
coordination of education and training services.

One of our findings is that states use the 20-percent portion
of the set-aside for a variety of coordination activities. These
funds allow the states to have flexibility in establishing criteria
for designing activities with other relevunt employment and
training progranms.

Second, the &bsence of federal performance standards allows
the states to use the 80 percent portion of the set-aside to serve
those economically disadvantaged individuals who are the "hardest
to serve." This is not to imply that the "hard to serve" are not
being served in Titles II-A and II-B; rather the 8-percent prograis
are more likely to serve the harder to serve.

Although there are no fede.al performance standards for the 8-
percent. programs, the Commission found that many states have
established benchmarks or goals for measuring outcomes. These
benchmarks are less stringent than regular JTPA Title 1II
performance standaiwds since the majority, cf B8-percent programs are
focusing on the "hardest to serve'" youth and adults.

Third, as you know, the current 8-percent program allcwz 25
perzent of the B80-percent portion to be uscd to serve non-
economically disadvantaged individuals. This "window" has proven
to be useful: while some individuals do not technically meet the
JTPA eligibility criteria, thev neverthrless have serious barriers
to becoming employable and are usefully served by the program.

The Commission recommends retaining the 8-percent education
coordination set-aside.

In accordance with Sec. 163 (a) of JTPA, "The Secretary is
authorized to monitor all reciplients of financiai assistance under
this Act to determine whether they are complying with the
provisions of this Act and regulaticns issued under this Act,® the
Commission recommends that the {ecretary of Labor, through a
technical assistance guide nr other guidance memoranda, clarify the
Department of Labor's interpretation of "coordination" and explain
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how the Sec. 123 funds can be used to further improve coordination
among JTPA, education, and other relevant agencies. This
explanation should include specific examples of options for
allowable activities in the areas of contracting, procurement,
technical assistance, and programs. The Secretary of Labor should
provide states with full information as to the standards and
requirements that will be used in the Department of Labox's
monitoring and oversight activities.

With regard to the percent of funds that can he spent on non-
economically disadvantaged individuals, the commission recommends
that it be reduced from 25 percent to 10 percent. We recommend
retaining a percentage of funds for states whe have a need for
serving those with serious barriers to employment even though they
do not technically need the JTPA eligibility criteria. However,
based on the Commission's research, most states do not fully
utilize the 25-percent window since they have many econorically
disadvantaged individuals in need of services.

The second issue I noted at the outset is a need to strike a
balance between providing economically disadvantaged people with
training and with financial support.

In previous testimony I indicated that the Commission
supported retaining the Summer Youth Employment and Training
Program (SYETP), The Commission continues to support this program.
Summer employment programs for economically disadvantaged youth are
essential.

Moreover, the Commission has tound that states and localities
differ in tfheir ability to support summer programs on their own.
There are differences among SDAs in the extent to which they have
access to funds for summer youth programs from sources other than
JTPA, Specifically, urban SDAs tend to have more alternative
sources of funds than rural SDAs. For urban SDAs, using JTPA
sunr °r ycuth funds for a year-round program can be a viable option.
Rurai SDAs do not have alternative sources of funding to the same
degrae.

In addition, the extent to which SDAs have nocn-JTPA funds for
a summer youth employment program can change from one Year to the

next., 1" waat to illustrate this point by referring to last
saturday's article in the Washington Post on summer jobs for youth,

", . . More than 10,000 teenagers have signed up for the summer
job program already, far more than Mayor Sharon Pratt Dixon's
deep budget cuts or the city's business community, now reeling
from recessicn, will likely be able to accommudate. [Cori)
Duvall {an applicant for a summer job] has heard all of that
talk, but she wasn't budging., 'I nied a real job, and this is

my best chance,' she said...” Waghington Post "Gambling on
TS
' l.u’l
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Summer Job in D.C.,” p.Bl (Saturday May 18, 1991).

an the Tcumission's study of the summer youth preogram the
major £inding that emerged was: SDAs want to retain their current
tlexibilicy.

As you know, currentiy the Title II-A program combines adult
and youth funding irto & single allocation; each SpA is required to
expend a minimum proportion of II~A funds on youth (in most SDAs,
40 perceant). 5SDAs may spend more on youth than their expenditure
requirement. Some SDAs ~- placing a strong emphasis on youth
sirvices -- spend up to 70 percent of ‘heir Il-i allocation on
youth. The strongest statistical finding from the research is that
SDAs want to retain *tnis flexibility to shift funds from adult to
youth programs.,

Almost half of -he SDAs in our study (49 percent of the aver
240 S0As who responded) rank a year-round youth title a» having a
potentially strony negative impact since it would elimirnate SDAs'
flexibility. Nearly three quarters (74 percent) reported that such
an option would have either a negative or strongly negative impact.
Algo, 70 percent of the respondents ranked a youth program that
retains a separate summer component, but eliminates local spending
flexibility, 25 having a potentially negatiwve impact.

The Commission concurs with the SDAs' views. The flexibility
granted to SDAs to determine the employment and training reeds of
their communities and design programs to best meet those nced: is
a2 key element ot the original JTPA legislation.

The past efforts of the Department of Labor to &ncourage, not
mandate, S[As to add an educational component to the summer progran
struck the appcopriate balance between finarcial support and
training, SDAs too have struck a balanc:, the balance that seemed
appropriate to them. For example, using the flexibility in the
current system, over BO percent of the SDAs that our researchers
contacted trainsferred at ‘'east some youth program participants
between Titles II-A and II-B.

On the issue of states' and SDAs' need to increase their
efficiency, cust—- and program-effectiveness, the Commission has
saveral rrojects. The Commission has urdertaken research that
examines how program efficiencies can be achieved at all levels of
adninistering employment and training programs., The issues have
ranged from streamlining eligibility ard requirements at program
intake to improving the cost-effectiveness of data collection on
the programs' outcomes.

One potential area for achieving program efficiencies is in
the use ot state Unemployment Insurance (UI) wage records to
evaluate JTPA ocutconres. The Commission believes that Ur wage
records have great potential as a source of data on outcom2: which

G
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can be used in evaluating the JTPA program. The UI data show great
promise as a cost-effective way to measure post-program cutcomes
thun the current survey of JTPA participants undertaken 13 weeks
after they complete the program.

I am basing this statement on the preliminary findings of a
Commission project on the feasibility of using UI data to evaluate
JTPA. The project =-=- which will involve 19 states and three
program years by its conclusion =-- is well underway. Specific
findings to date are quite encouraging:

o UI wage records have been linked successfully to JTPa
administrative records for 15 states and Program Years
1986 and 1987.

o The linked data have been used to track the employment
and earnings of different groups of JTPA participants,
such as minorities and welfare recipients, for up to two
years after they receive training services.

The first report from this project vas released this spring;
other reports are due this fall.

The Commission is currently working with the Department of
Labor to test the feasibility of using the UI data in the
Department's performance standards system. The Commission is also
canvassing the JTPA and UI agencies in all the states to assess
their capacity for data=-sharing and to develcp an appropriate
approach for meeting confidentiality provisions in the states'
laws.

Preliminary results indicate that the UI data could be offered
to the states as an optional method for evaluating post-progranm
outcomes under JTPA. This would both increase the system's
flexibility and save on administrative costs. However, until it
has addressed the full range of technical and administrative issues
involved in the use of UI data, including the critical issue of
privacy and confidentiality the Commission does nc* ..nt to make
any recommendations at this time.

The Commission plans to develop its recommendations later this
year. In any event the Commission anticipates that these
recommendations could be implemented by the Department of Labor
without any legislative changes to JTPA.

Second, a little over a year ago, the Commission initiated an
examination of the federal and state program coordination proilems
in government-sponsored prograrns for the economically
disadvantaged. Our findings have led us to conclude that serious
and concerted action, involving both the Presidert and the
Congress, must be made to improve coordination among and between
these programs.

R
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Let me emphasize that we are not looking at coordination for
coordination's sake. We expect that the adoption of our
recommendations will lead to significant improvements in federal
public assistance programs. Over time, these improvements should
lead to an administrative environment that allows for increased
program participation and the allocation of savings from program
administration and towards assistance activities.

Over the past 12 months, the Commission has met with dozens of
people involved in the public assistance system. We have also
conducted in-house and sponsored research. Rather than describe
the entire project, let me just mention the phase that we are in at
present, which happens to be the most interesting and exciting
phase of this project. The Commission is sponsoring a series of
seminars focusing on improving coordination in government-sponsored
public assistance programs. The first seminar, which took place in
Washington, D.C. on March 27ti. of this year, focused on notional-
level issues in coordination. We held a second seminar, fccusing
on state-level coordination issues, only two weeks ago in San
Antonio, Texas. The third seminar, which will address 1local
coordination issues, 1is scheduled for July in San Diego,
california.

These seminars have been most advantageous for the Commission.
We have had the opportunity to hear from senior White House and
Executive Branch officials, agency staff, congressional staff,
public policy experts, state and local government officials, and
interest group representatives involved in administering,
analyzing, critiquing, or overseeing public assistance programs.

The commission has just spent part of the past two days
discussing and reviewing the recommendations that it will be
t ‘nding to the President and the congress in the fall. At this
t.me, the Commission recommends that Congress enact legislation to
establish human resource or investment councils at the state level
to foster coordinated program approaches in such key functions as
planning, operations, and oversight. Although all states have
integrated different aspects of public assistance pr.jrams at the
operational stages, only a few states have attempteu to coordinate
public assistance at the policy or decision making level.

The Commission further recommends that the teims of office for
members of these state councils be get as follows: The term of
each council member appointed by the Governor shall be three years,
except that - (1) any such member appointed to fill a vacancy shall
serve for the remainder of the term for which his predecessor was
appointed, and (2) of such members first taking office - (a) one
third serve for terms of one year; (b) one third serve for terms of
two years; and (c) one third serve for terms of three years; as
designated by the Governor at the time of appointment. The
Chairman shall be selected by the Governor.
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The third project on the issue of increasing efficiency, cost-
and program-effectiveness, concerns the Private Industry Councils.

The Private Industry Councils epitomize one of the principles
of JTPA: that JTPA be based on a strong private/public sector
partnership. The PICs are the cornerstone of the service delivery
system under JTPA. They are the primary mechanism by which the
private sector, along with representatives from public agencies,
can provide guidance and oversee the direction of employment and

- training programs. This is one of the main reasons we are

conducting this study. We want to help the PICs do their important
job.

In its project, the Commission is seeking tec learn: How do
the PICs view their role under JTPA? And how does the private
sector view its role on the PICs?

The PIC study began last vyear. The first step was a
Commission-sponsored meeting of the Board of the National
Association of Private Industry Councils. The objective of the
meeting was to learn the views of PIC Chairs on issues they face on
the Councils and on ways to improve their effectiveness. The
following issues were discussed at the meeting:

o training of PIC members,

o coordination at the local level among employment and
training programs,

o coordination with the JTPA system among the local, state,
and federal levels, and

o criteria for Private Industry Council membership.

Since that meeting, the Commission has taken a 3~prong
approach to this study. First, we are reviewing a recent
Department of Labor report on exemplary PICs and other literature
on ways of strengthening Private Industry Councils. Second, we are
participating in a survey of PICs around the nation to see how they
have changed over time. Finally, we are working with the National
Chamber of Commerce to learn how businessmen and businesswomen are
responding to their roles and responsibilities on PICs.

After the completion of these phases of the project, the
Commission will be testing out its findings with PIC members
through a series of activities, including hearings and other
meetings.

Turning to the last issue -- equity as it pertains to
accessing JTPA programs -~ the Commission has several
recommendations.

O
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First, since I last testified, the Commission issued a report
in which we recommended that "receipt of Food Stamps" as an
eligib’lity requirement for JTPA should be replaced with "eligible
for Food sStamps." I will explain this recommendation by
refereacing the report,

Perscns receiving Food Stamps are eligible for JTPA by virtue
of their participation in this program. People who meet the
eligibility requirements for the Food Stamp program but are
not receiving food stamps, must met JTPA's income cutoff if
they are to enroll in JTPA. Due to differences between the
two programs in both the level of the income cut-offs and the
way the cut-offs are determined, in low cost of living areas
JTPA's income cut-off is below that for food stamps. Thus in
these areas, people with family incomes between the higher
food stamp income requirement and the lower JIPA income
requirement can enroll in JTPA only if they first apply for,
and receive Food Stamps. (p.2 Trainina Hispanics;
i )

Thus, while we wish to encourage food stamp recipients to
enroll in training so that they no longer need this program, in
practice, the eligibility requirement has had an unintended effect
of encouraging people to accept focd stamps if they want to enter
JTPA or of discouraging people from entering JTPA if they do not
wish to participate in the food stamp program.

There has been some discussion within the employment and
training community regarding the possibility of using "the number
of people on food stamps" as one of the comp- nents of a formula for
allocating JTPA funds from the federal level to the states and
within states, to the SDAs. The Commission strongly urges that
this approach not be taken.

Certainly the number of people receiving food stamps is a
measure of the number of economically disadvantaged people in a
state or locality =- and the -umber can be updated more frequently
than the Census of Population. However, the number of people in
the food stamp program in a state (or locality) is also a measure
of the degree to which state and local policy-makers encourage
people eligible for food stamps to receive the food stamps. States
with sizeable populations cf Hispanics == to take one group the
Commission has researched =-- would receive fewer JTPA dollars
because Hispanics tend not to want to receive food stamps for
cultural reasons. This is a condition unrelated to the economic
heed of the people in the state.

Moreover, over time the allocation formula would give state
and local officials every incentive to increase the number of
people receiving food stamps in order to receive additional JTPA
funds. States' allocations would change in response to the
relative success of state (and local) officials in getting people
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to register for food stamps, again a change in a condition which is
unrelated to economic need.

The Commission proposes an alternative approach. In the short
run, the allocation formula should not be changed; it should be
updated with the results of the 1990 Cersus. In the meantime, we
understand that a number of agencies a'e considering asking the
Census Bureau to investigate the feasib lity of developing income
data for local areas that would be available between censuses.
These data could prove useful for the JTPA allocation formula. The
Commission is very excited about this possibility even though the
efforts are in a preliminary stage.

Two years ago in my testimony submitted to the Education and
Labor Committee of the House of Representatives, I reported that
the existing amount of documentation requirements also had the
unintended effect of 'scaring away" some of the "most in need"
applicants. I wish to repeat that point this year. Specifically
I am referring to the multitude of documentation requirements that
eligibility requirements engender. For example, the Commission has
seen numerous instances of persons who were required to seek
documentation proving that they had neither graduated from high
school nor had received a General Equivalency Diploma (GED). It is
relatively easy to prove that one has graduated from high school ~-
but how does one prove that one has not graduated?

Also, I want to refer again to Saturday’'s article on summeir

jobs that was in the Washington Post:

Kevin Williamson [an applicant for a summer job] was making
nis third trip to room 103 ([where the youth apply for summer

jobs]). Twice he has been turned away, after riding alone
across ©own by bus, for not having all the identification
needed. Washjington Post, "Gambling on a Summer Job in D.cC.,"

p. Bl (Saturday May 18, 1991).

In closing, I would like to make a general statement regarding
the goal of JTPA. The goal of JTPA is to offer economically
disadvantaged individuals, who need employment and training
services, those servic~s thuat they both need dnd want. 1 emphasize
the term "want" because it is not reasonable to assume that simply
because a government proyram exists, all individuals eligible for
the program will autrsatically want to enter it. The policy
implication of this statement is a practical one: the program must
also be attractive -- or of interest -- to potential clients. I
believe that this point is important to bear in mind as we consider
the issucs that have emerged about JTPA and discuss ways to improve
the JTPA system as a whole and the specific training programs that
it offers.

The National Commission for Employment Policy is dedicated to
assisting this Subcommittee as it seeks to improve JTPA's efforts
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to train disadvantaged persons so that they can obtain economically
rewarding employment.

Mr. Chairman, this councludes my statement. I would be pleased
to respond to any questions that you or other members of the
Committee may have.
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Chairman Perkins. Thank you, Mr. Gartland. That is the short-
est one so far today.

We would like to turn to Mr. Andrews to see if he has any ques-
tions or statements for this distinguished panel.

Mr. ANpREWS. I do. Thank you, Mr. Chairman.

First of all, let me apologize for being up and down and in and
out. We have had a lot of votes today. I have had a chance to read
everyone’s statement and I apologize for not being here to hear the
statements in person.

Mr. Tracy, I am particularly proud that you are here today. It is
a great privilege to see you from our State. Let me commend ¥ou
and your Commission on the fine job it does in New Jersey. You
may have heard me say earlier that before coming to Washington,
I was privileged to serve in county government as the freeholder
director. You and I know what that means, being from New Jersey;
the rest of the people in the room do not. It is not the freeloader
director. Freeholder is a New Jersey term meaning county commis-
sioner. I was the director of the board. The work that your Com-
mission did in our county was exemplary.

You were kind enough to mention our development of the com-
puter integrated manufacturing program at Camden Community
College. You rather modestly failed to state that the work of your
Commission was instrumental in helping to put that project togeth-
er. Your Commission was also extremely instrumental in helping
us to implement a novel reform of our welfare reform program,
REACH program in Camden County.

So I appreciate very much your efforts. I am very glad you are
here today.

Let me ask you a question that has very specific agplicability to
New Jersey, but I think it also has national applica ility as well.
You can make a case that the recession that has hi* the country
has hit us in a qualitatively worse fashion in New Jersey for a va-
riety of reasons owing to some diminution of our industrial capac-
ity over time, some of the difficulties in our State budget and tax
picture, the fact that we have many, man concentrated urban cen-
ters like Jersey City and Patterson and Camden, that I represent,
that do not necessarily have the assets that some other urban cen-
ters have.

I would be very interested in hearing you talk about how your
Commission is working through the process of coordinating the
Federal jobs welfare reform program with the activities of the Pri-
vate Industry Council around New Jersey.

I ask that because it seems to me that our State, maybe above all
others, has a very crucial need right now to deal with the nroblem
of our permanent underclass through the marriage of those two
programs. I would be very interested in hearing what you think we
ought to do and what the State is doing now.

r. Tracy. First, Congressman, what the State is doin%‘ is that
the State human resource agency has designated the Job Training
Partnership Act and the Private Industry Councils as the deliverer
of REACH jobs and employment and training programs. Joint
planning efforts are taking place at the sub-State level. I think one
ot the lessons we have learned from the implementation of REACH
jobs is that connecting these two programs was a Herculean effort
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re%uiring a lot of expenditure of local energy by both policy-makers
and constituent advocates, but also by the people who actually run
programs.

One of the a;l)proaches the Commission is looking into at the
local service de ivery area is how to develop a decision-making
structure that doesn’t require the layering of this REACH/JTPA
connection, for the vocational education/JTPA connection, and the
adult-ed/economic development connection. We are trying to come
up with an infrastructure, a delivery mechanism that would allow,
as several of the panelists have suggested today, a local board that
would have decision-making authority over a variety of resources.

The way we are trying to frame this, conceptually, in New
Jersey is to talk about a workforce readiness system that encom-
passes all of these resources and to work locally at the construction
of a decision-makini structure. Frankly, probably, at least with the
blessing of if not through the board of freeholders, in utilizing a
PIC-like mechanism to have authority over a variety of these re-
sources. We have been successful in REACH/JTPA to different ex-
tents in different places. But even with that success, the big issue
is if you are now going to move more pieces into the puzzle—and
we have concluded you absolutely must have an all-chance system
when you talk about points of connections for individual people—
we have to come with this decision-making structure locally. We
have it at the State level through the Commission and its interac-
tion with the Executive Branch of government.

Mr. ANDREWS. Let me ask this question for all three of our pan-
elists. One of the success stories, I think, of JTPA is that it starts
with an analysis of what the market needs are for labor, for em-
ployment, and then tries to fit the training programs around that.
The result is that when the program works properly, people get
hired. They get work.

Welfare reform programs historically don’t do that. Frankly, in
New Jersey, the program called REACH—that is, Realizing Eco-
nomic Achievement—is very much similar to the Federal program
that was enacted here last year. It invests a lot of welfare recipi-
ents with job training skills, daycare, transportation, medical in-
surance, all the skills that you need to break the cycle of poverty.
But one thing that I have heard people complain about is that it is
sort of like teaching someone how to swim and then locking them
out of the swimming pool. There is no real thoufht about what
they are going to do with all these skills once people receive them.
JTPA seems to have gotten over that hurdle.

My question is to all of the panelists; What might we do in the
law to encourage, not mandate, but encourage the link-up of local
economic development activities with JTPA and welfare reform ac-
tivities?

In other words, how can we get everyone involved in job creation
and business attraction, worker training and welfare reform all
?}(l)irtlg the same thing at the same time? How can we encourage

at?

Mr. GARTLAND. We just concluded that we commend New Jersey.
They were at our coordination meeting we had at the State level.
They have done an outstanding job. I think that ycu nave ‘o have
your local officials work with the PIC. I mean, if you have the right
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mix on the PIC of business, CEOs, small business, that they know
what the job market is. Then you give them the training and give
them the responsibility and bring the other programs.

I think effective PICs, those which have been trained, do reach
out and brinﬁ in other money besides JTPA money. They are able
to do a much better job. So it may have to be incorporated, but
they have to have that good working relationship with the local
elected officials.

So, yes, I think you need to encourage that. I think the Depart-
ment of Labor needs to encourage it. I think the way to answer a
lot of these questions is that we need more training of PICs and
knowing what they can do.

We'll be coming back to you, Mr. Chairman, on that. We are
doing a stud{ on it right now. Some indications are that the PICs
aren’t as well-trained as they should be. I attended a PIC meeting
last Thursday. I was surprised at the lack of knowledge they had.
So vwﬁa are looking into that. We will be back to you, Mr. Chairman,
on that.

But it has to come from the local elected officials. They have to
bring in both a cross section of the local business on that PIC.

Mr. OsBORNE. Mr. Andrews, that is a very vital issue, in my opin-
ion. I think part of the amendments deal with something that the
committee needs to be very conscious of—that is the emgloyment
gonerating section of the amendments. I contena that there is a
place for employment generating activities and employment train-
in% and the planning for the programs that you just referred to.

would certainly caution the committee not to terminate any use
of JTPA funds to support and supplement the employment generat-
ing activities. Whether or not you can always tie the first ij’ear dol-
lars directed toward emplozment generating to jobs for JTPA eligi-
ble clients the first year, that is a little scary and sketchy because
it takes longer than that to create opportunities.

One of the things that we try to do in Eastern Kentucky, and it
is only a token effort—and it is not an answer from the standpoint
of legislation of what you can do. Locally, I require my supervisors
to sit on the chamber of commerce. We are inembers of the local
chamber of comnmerce. We also sit on economic development boards
as a participant. We try to recruit those kinds of individuals to sit
on our PIC.

Mr. ANDREWS. I guess the experience that we have been able to
hear in these hearings and read about is that the key to an effec-
tive JTPA program is how active and how good the PIC is, as Mr.
Gartland says. I wonder if we might not build in some kind of in-
centive for local governments where if they empower the PIC to do
more things, if they empower the PIC to be the lead agency in eco-
nomic development in their county or city, if they empower the
PIC to become actively involved in the implementation of the wel-
fare reform program, in exchange for that—and carry out the regu-
lar JTPA activities—in exchange for that, some of the things that
we heard the local officials complain about earlier could be
dropped.

Perhaps there should be some regulatory exemptions. Maybe the
15 percent ceiling would not apply in those kind of cases on admin-
istrative costs. In other words, go to local governments and say
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that if you do the things that the successful dynamic PICs around
the country have done, we are going to make your life easier. I am
not going to force you to do it, because that would be antithetical
to what this program is about, really. But we are going to give you
some meaningful incentives with which to do that. I would think
that that might be a fruitful area for us to explore in the future.

Gentlemen, thank you very much.

Mr. GoopLING. Would the gentleman yield?

Mr. ANDREWS. Yes.

Mr. GoopLING. I think it would be a good idea to extend my flexi-
bility bill then to include JTPA.
b.lll\'lr. ANDREWS. I am not familiar with the gentleman's flexibility

ill.

Mr. GoopLING. We'll make sure that you get a copy.

Mr. ANprews. Flexibility for some people is abrogation for
others. We have to be careful, right?

Mr. GoopLING. That's right.

Chairman PerkiNs. Since this opportunity arose, I guess this is
your turn, Mr. Goodling. Do you have any remarks?

Mr. GoobLING. No questions.

Chairman Perkins. All right.

I was interested in several things. Virgil's comment at the end of
his testimony about utilizing the concentrated employment philoso-
phy and Mr. Gartland's statement about serious and concerted
action to improve coordination among government programs for
the poor strike me as moving in the same direction: there is a need
to coordinate these jobs programs and JTPA and the Job Corps. We
talked about it Friday in Prestonsburg, Virgil and I and some labor
officials from my region.

What do you gentlemen think is the best way to approach this
thing? Do you think that it is better to have all these programs
under one roof? How would you approach it?

Mr. Tracy. I think conceptaally one-stop shopping is a very ap-
pealing concept. When you look at, as Bill Kolberg described it, the
mosaic of programs that have developed over the last 60 years, we
don’t have enough staff or resources in the system to move every-
one together in one stop.

I think Texas is exploring an approach called “No Wrong Door,”
where—if I could for a minute—below the program level at the in-
frastructural level, systems could be connected so that case man-
agement could be addressed not with every program having to have
a case manager, but resources attached to the customer and a re-
ferral and an intake and assessment process that would allow cus-
tomers, clients to make informed choice and not to be either cap-
tured to fulfill the performance requirements wherever they are or
trying to figure out how to merge in New Jersey’s context commu-
nity colleges, vocational technical schools, county welfare offices,
Private Industry Councils.

It becomes mind bog%lingvon how to negotiate the shape of that
table if it is one-stop. “No Wrong Door” may be a quicker policy to
connect the pieces to.

Mr. GARTLAND. I think that is good as a start. But then I think
that the Congress is going to have to look at the eligibility require-
ments. Every program has separate, different definitions, different
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eligibility requirements. What is poverty? What is the poverty
level? Where do the programs kick in? So, I mean, I think down
the road, we have to be moving that way. I think we have to look
at a comprehensive program of trying to get these people back into
the workforce. But I think the local and the State governments can
begin to move in that direction as they are trying to do in Pennsyl-
vania in one-stop shopping. The clients have one place to go. Some
places, the job is over in that building, three blocks away is the
JTPA. People don't know where it is. I mean we need to bring
those people in. We can't force them, but I think we have to make
it more convenient for the client.

Chairman PerkiNs. What do you think about the concept Mr.
Power, I think, was talking about? The kind of super-council that
grows on the PIC that would have more jurisdiction over a variety
of these areas.

Mr. GARTLAND. I think we need to go down that road. We have to
bring it all together. But of course, you are stepping on turf.

Chairman PEeRkINS. Oh, no. But I can do that here. When it gets
out in the real world, it is all right.

Mr. GARTLAND. But yes. We have to start moving. We only have
so many resources. We have to concentrate on it. I agree with you;
we have got to start looking down that road. We are doing and will
have for you, probably in 3 monchs, a coordination recommenda-
tion.

Chairman Perkins. How nice to see that, Mr. Gartland.

Virgil, were you trying to say something?

Mr. OsBORNE. Just a comment to support what has been said by
both my colleagues.

It is strange that when we look out into our community, we just
see people who are in need of services. But once they go to an as-
sessment center or an eligibility center, we find out they are an
AFDC client or they are a dropout or they are a Title III dislocated
worker or they are a displaced homemaker or something else, and
they don’t qualify for what they have there. Like you said, it is on
the other side of town. We need something where these things are
united to serve the people in need when they come here.

hChgirman PErkiINS. How would you suggest going about uniting
them?

Mr. OsBorNE. My strongest suggestion would be that you gentle-
men there take the bull by the “orns and start at this level. But
we have attempted to do that locally by co-housing as many of the
service agencies as we can. We want to take advantage of the edu-
cational reform in Kentucky and the community centers concept to
try to co-house some of those members. We have already been talk-
ing with some of the superintendents in that regard.

We have talked with the Department of Employment Service in
an attempt to6 co-house some of the services so that when people
come in, once it is determined where they are, they can get the
service there in the office rather than going to the other side of the
county or the town.

But I think it has to start here.

Chairman PERKINS. Let me just shift gears here and go to the
Summer Youth Program. I know Mr. Gartland said he wanted to
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make some comments. I am going to give you an opportunity to do
that. I am very interested.

The administration made a proposal and they tell you the
number of people they serve is going to go down, but they are
going to give you a better product when the individual is served
over the course of the whole year. The Youth Program is going to
provide services the whole year. Youths don’t have to be served for
a year, they could still be served only 3 months in the summer-
time. There is no requirement that they are going to be there for a
year, but that the services provided to those individuals are better
than under the present summer program.

Do you think that is a good concept? Why or why not?

Mr. GARTLAND. No, because my understanding, first of all—and
maybe I misunderstand it—but my impression was to be enrolled
in a summer program, you had to be in a year-round program. I
think that is a mistake. We can do that already under Title II-A.

Chairman PEerkINs. Mr. Gartland, there is one thing that you
need to know. You don’t have to be served that entire year. You
could be served, I thnink with a certain flexibility, just in the
summer, period.

Mr. GARTLAND. Then why change it? I mean if—

Chairman PerkINS. With the rest of the year.

Mr. GARTLAND. I mean a lot of communities will have those that
want to be in a year-round program; they use the II-A funds. Then
they use the summer program for when the summer starts. They
shift people into the summer program. So if they are not changing
it, then why change it? My impression was——

Chairman PERkINS. There is just more flexibility for funds.

Mr. GARTLAND. I really don’t think that there is that much flexi-
bility in funds. I am afraid that you are going to lock the locals. I
mean if you read the Post on Saturday, we had 10,000 kids here in
the District who signed up for the surnmer program. Now some of
the large urban areas are able to use—have been able to use in the
past a lot of corporate funds because they are available. So they
didn’t need to use their summer program money, because the cor-
porations were doing well, therefore, they were willing to hire a lot
of people. Now times are tight. They can’t hire as many. Therefore,
are you going to leave all those kids out because you don’t have the
flexibility? If they have not been in some part of the program, can
they just walk in?

I mean I thought—what kids want today—I mean in the pro-
gram, they talk, and can I quote from the Washington Post? It
said, “Kevin Williamson, an applicant for a summer job, made his
third trip to room 103 where the youth applied for a summer job.
Twice he had been turned away, after riding alone across the town
by bus, for not having all of the identification needed.”

But these kids do want to do it. I just think the system in that
particular case is not working. When we surveyed and did our
summer youth program, 49 percent of the SDAs—there were about
240 out of the 600 that responded—said they would be seriously im-
pacted if that was changed. Seventy-five percent said they would be
seriously or moderately negatively impacted. So the SDA directors
out there don’t want to change. I just have a problem of putting it
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all in one big—right now, I think it is working well and gives the
flexibility at the local level.

Chairman PeRkInNS. One of the questions that I asked earlier to
one of the gentlemen was: What about the idee of giving them the
option of using a local SDA to make the decision a year-round pro-
gram and one option if you decide to go in that direction and an-
other area of summer emJ:lo ent pregiam?

Mr. GARTLAND. I would like to further—I mean, right now they
have the option to do both. You might have some really at-risk kids
that need to be in a ycar-around program. But then you have some
kids who are playing basketball, maybe playing football, doing well
in their studies but they are from economically disadvantaged fam-
ilies and they need a summer job. I wouldn't want to take that
away from them. We already have it. I don’t know why you try to
fix something that is already working.

Chairman PErkiIns. Virgil, what do you think?

Mr. OsBoRNE. I agree with that. I think just to add one little bit
of public fund flavor to it, I think the Summer Youth Program is a
way to access the community and get the added support that is
needed for all the programs there that would be available for most
year-round programs. But I disagree with the fact that it is a
summer youth program. Of course, I may be speaking primarily
from our standpoint. We think that we have a very effective
s;lxmmer youth program. It is doing good things for the people in
there.

Chairman PERkINS. Mr. Tracy, what comments do you have?

Mr. Tracy. The NGA position is consistent with what both my
colleagues have presented, to keep the flexibility of the summer
only program.

Chairman PERkINS. Virgil, let me ask you about your proposal.
You had two cost categories. Do you think that by moving to some-
thing like that, that you are going to open yourself up to more
audits, more potential criticisms, than we have presently under the
present system?

Mr. OsBorNE. No, not if the guidelines are written to cover what
they have now. If you set it up by the basic standards that we
have, the OMB circulars and what is service and what is not.

Chairman PErkiINs. So you think that the OMB circular is the
way to go?

Mr. OsBorNE. No, I think it is a base to use, but I think there
has to be a little bit of flexibility.

Chairman PERKINS. There should be a modification, you think?

Mr. OsBorNE. Yes, mod:fication. But we have operated fairly well
with the flexibility that the State has built into it. I know that that
has caused a problem in a lot of places because of the extremes it
has been going to. But I think if they would allow redefined serv-
ices and the expenditures to cover those things that would be non-
administration and everything pertaining to the development or
training of the client——

Chairman PERkiINS. I am concerned about this area. Somewhere
we have got to build in, I think, some sort of accountability. We
have seen too many preblems develop across this country. People
will continue *» come in and say hey, everything is fine. Then you
see another study where you have problems across this country. So
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if people think that we are just going to gloss over that in the
name of flexibility, we are not. We have got to put something in
place that is going to try to correct that. At the same time, we
want to maintain the maximum amount of flexibility that is possi-
ble, and we want to allow people to move in the direction that they
want to.

I am interested in your idea about a modified circular approach
and accounting standards, I guess.

What do you other gentlemen think about it?

Mr. Tracy. NGA is against the creation of an additional cost cat-
egory. Conceptually—well, specifically, NGA is opposed to the im-

sition of the OMB circulars and would instead suggest that the

ill outline specific expectations and that the Governors would be
charged with the responsibility of putting that accountability
system in place. That is the NGA’s recommendations on the cost
system.

Chairman PerkINs. Mr. Gartland, any comments?

Mr. GARTLAND. I am concerned. I mean the performance stand-
ards are an important part. I think that as the Congress says to
the PICs or SDAs, whichever you want to use, get down and serve
the harder to serve, they have a lot of barriers out there that can’t
be taken care of under Title II-A, except the 8 percent set-aside,
because that doesn’t have the performance standard.

So the harder to serve the client, the person who has more bar-
riers, the more they have a hard time. I think a lot of it is out of
ignorance. I think there are a lot of dedicated people out there who
are trying to serve. I don’t think they have the information or the
training and I think they are trying to get it down, and they are

oing over the line. I don’t think it is direct fraud or abuse. Maybe
am wrong. I don’t know. I haven’t studied the GAO or the Inspec-
tor General’s report.

Chairman PeRrkINS. I think you are right in a lot of cases. I think
certainly what is happening is the problem that Virgil was talking
about earlier, that you have a situation—he has got a waiver. He is
lucky on that. He doesn’t have to worry about those sort of things.
But you have provide supportive services. That is a question we
have to get into.

But I think there are abuses, particularly in the area that Bill
Ford was talking about—on-the-job training. It is amazing when
you look and you see the abuses that are going on regularly today
in this program—and they are going on, on a national basis. So
how do we bnild something to stop these abuses and still retain
that flexibility.

Mr. GArTLAND. We went o't and we asked PICs: How do you use
your 10 percent window? We keep that under the table in case we
are audited, we can throw those in there. So they are holding that.
Instead of using it as it should be used, they are holding it back if
they get audited. I am not convinced that we should tighten the
screw any more until we have done a better job of training. I have
to come back to you on that, but I feel strong[ly about that. I visited
a PIC and they just were not aware of a lot of stuff. I think we
need more—well, let me come back to you on that.

Chairman PerkINS. I am looking forward to seeing that report
when you get it 3 months from now.
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Mr. Tracy. I think qualitative benchmarks in terms of the skill
levels of the on-the-job-training contracts have to be addressed. I
think the specific kinds of examples, the mismatch between the
length of training and the amount of training subsidy have to be
addressed. I am not convinced that the blanket application of the
OMB circulars is going to address that issue.

Chairman PErkiNs. Let’s talk about the modified procedure that
Vill\'fil is talking about, some sort of accountability procedure.

r. Tracy. I think there needs to be a tying of the length of
training. The standard vocational preparation index that is in the
Dictionary of Occupational Titles may be a good benchmark. Five
years ago, I would have said that that would be the standard, but
since the National Academy has looked at the dot code system,
that may be eroded to the {)oint that it is a good guideline or a
good starting point. Certainly it is the only thing we have today
that is comparable across occupational lines.

But some standard of vocational preparation, indexing length of
time to the skill level of the job required, is one answer. The other
answer, I think, is to allow the States to develop a set of sanctions
for employers who are not living up to their OJT commitments.

A third component of this OJT structure may be to address an
assessment on the skill level of the individuals on their way into
the training program, so that there is some indication of specific
increase in competency. These are not NGA nor the State of New
Jersey, these are off the top of my head, Mr. Chairman.

I think that is a more measured approach which you really can’t
legislate, other than to suggest or require that States, maybe with
some funding from the Department and research through the Na-
tional Commission, develop these kinds of benchmarks since we are
really moving into a new era of how to relate on-the-job training,
to evaluate it.

Chairman PErkiNs. I see. We are going to legislate something,
::ihou(gih. We have been doing that in this country for the last

ecade.

Mr. Tracy. I'll defer to you on that, Mr. Chairman.

1Chairman PeErkiNs. Well, maybe we better defer to somebody
else.

Mr. GoopLiNG. I would like to make two observations.

Chairman PerkiNs. Please, Mr. Goodling.

Mr. GoopLiING. Number one is I think there is a misinterpreta-
tion of what the administration says in relationship to a year-
round &'ogram. They don't say that you have to be in a JTPA pro-
gram. What they say is that you must be in a year-rou.ad program.
You raay be in high school or in another trade school. You may be
in anything else just so that you are in some type of program year-
round. They are not talking about being in JT Xe

Two things they want to get around is number one, that there is
no assessment after a summer program, they want these young-
sters to have a follow-up assessment. The second thing that they
are concerned about, is that we enroll in the summer program.
Then at the end we terminate them and then enroll them in the
full year-round progrum. At the end of that, we terminate that,
and then we enroll them in the summer program. We terminate
that, et cetera, et cetera, et cetera, which there doesn’t really seem
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to be any purpose for doing that. So I think there may be a misun-
derstanding.

The other thing is that I was interested in your one-stop shop-
ping concept which we have tried to pass in the legislaiion recent-
ly. We have been trying to insist on forcing all agencies to work
together. I was reminded that in Section 122 of the existing Job
Training Partnership Act, we tried to do something about that. In
Section C, we talk about the what the Governors’ coordination of
special services activities may include; and then on number 10 of
that, that they may include, we say, “providing statewide programs
which provide for joint funding of activities under this Act with
services and activities under other Federal, State, or local employ-
ment-related programs.” So this is one time, I guess, we did it
right, maybe it is not being done right out in the bushes. So we'll
have to do something about that.

I don’t have any more comments because I am afraid I'll get to-
matoes from my group from York if they don’t soon get on the
highway and get back home.

Chairman PERKINS. Are you accusing me of having a long hear-
ing, Mr. Goodling?

Mr. GoopLiNG. That would probably explain that for the people
back in York, that they were here in the hearing all this time.

Chairman Perkins. I appreciate what this panel has given to us
today in the way of testimony. It has been very valuable. I thank
you again for your patience and being with us three hours and fif-
teen minutes. Thank you very much for your testimony.

We have one more panel, Mr. Calvin Johnson, Legislative Repre-
sentative from the Department of Legislation, AFI.-CIO; and Jody
Keller, Chairman of the York County, Pennsylvania Private Indus-
try Council.

I know Mr. Goodling has been waiting anxiously all day for this
opportunity.

Ms. KELLER. So have ..

Chairman PEgrkins. I think we all have, that’s true. You are the
last panel.

Mr. Goodling, do you want to make any introductions or com-
ments here?

Mr. GoopLING. As I indicated in my opening statement, these
two ladies have an interesting twist, an interesting story to teli be-
cause we have had some difficulties with the program that received
all sorts «#f compliments, awards, accolades, et cetera, et cetera.

Chairman PERKINS. I read the testimony. It is very interesting.

Mr. GoopLING. It is interesting, and I think you’ll enjoy what Ms.
Keller has to say.

Chairman PERKINS. I have read all the testimony today. So I will
agz:iin encourage you. If you have any summaries, please feel free
to do so.

Ms. Keller, please begin.

Ms. KeLLer. Thank you.

Chairman PERKINS. You waited so long, I am not going to deny
your opportunity.

Ms. KELLET. 'that’s right. I am going to take my five minutes.

Chairman PerkINs. Okay.
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STATEMENTS OF JODY KELLER, CHAIR, YORK COUNTY, PENN-
SYLVANIA PRIVATE INDUSTRY COUNCIL; AND CALVIN JOHN.
SON, LEGISLATIVE REPRESENTATIVE, DEPARTMENT OF LEGIS-
LATION, AFL-CIO

Ms. KeLLER. Mr. Chairman, Subcommittee members, thanks for
the opportunity to provide the perspective of a Private Industr
Council Chairperson, small businessperson and employer wit{x
regard to the amendments to the Job Training Partnership Act.

Thank you, Mr. Goodling, also, for the introduction.

With me today is also Kathy Fox, our new Executive Director of
the York County Office of Unemployment and Training.

I represent a Pennsylvania SDA that is located in the south cen-
tral part of the State. We serve citizens of York County. Our own
experience over the past 12 months, which I will share with you
briefly in a moment——

Mr. GoopLiNg. Excuse me. I have to irterrupt you just to say
that the staff is listening, and that is more important than the
members.

Ms. KeLLer. That's fine. Believe me, 1 have been watching the
goings-on today, so I understand who is important up there.

Anyway, what has happened in York over the past year does, in
large measure, support amendments that we have before us. York
County, Pennsylvania, for those of you who are not familiar with
our area, is an agricultural manufacturing area. We also have an
emerging service industry. We support more than 340,000 residents
and of course, have our own chalﬁenges for the maintenance of our
county as well as growth.

About a year ago, one of our major mannfacturers, Cold Steel
Equipment, closed its doors. It left more than 500 long-term em-
ployees jobless and in a very insensitive job market. eeding the
60-day plant closing law, our rapid response team went into acticn,
coordinating efforts to assist employees by committing JTPA funds
for training and job search activities.

It wasn't until several months later that our Private Industry
Council and our county commissioners learned that we had over-
committed our JTPA resources. It wasn’t until later that we all
learned about the inadequate accounting system, administrative
misspending, and excessive OJT contracts. Our local newspapers
took full advantage of the story as it unfolded, implying that our
system had been abused. We read in the papers that displaced
workers from plant closings would not receive what they were
promised. We learned that the local JTPA program had spent its
entire annual budget the first month of the fiscal year.

Ironically, while York County’s JTPA program was in this ad-
ministrative and financial disarray, we were being lauded for meet-
ing program performance standards. Everybody was asking how
could an exemplary program such as ours, which had received nu-
merous award: and incentive grants, how could iv have had such
inadequate fiscal controls?

Fortunately, with the assistance of Representative Bill Goodling,
State and Federal administrators, our displaced workers from the
plants gléch as Cold Steel, did receive the assistance that they were
promised.
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We are currently answering the questions that were raised over
the past year, and we are putting our SDA back together again
thanks to the cooperation and involved assistance of our State De-
partment of Labor and Industry, our York County Commissioners,
Pennsylvania’s SDA Association, which has been very helpful, our
diligent new Executive Director, and our rejuvenated Private In-
dustry Council.

Many of the proposed amendments to the act have the potential
to have prevented York County’s crisis. Specifically, I believe, the
following ideas related to the amendments should receive your full
consideration.

First of all, while the amendments do suggest the continuation of
the present service delivery system, as we learned in York County,
structure does not imply function. In order for the partnership be-
tween the Private Industry Council and the JTPA program office
to function, it requires open, honest, and intelligent administrators,
committed and knowledgeable PIC volunteers—I believe that Mr.
Gartland pointed to the need for trained PIC volunteers; supportive
county officials and coordination of public and private efforts,
which are of necessity outside of the JTPA scope of authority.

Secondly, we believe the success of the JTPA program should be
based on successful job placem:nt, but it must be recognized that
barriers to employment irclu’e the basic necessities like transpor-
tation, adequate clothing, huusing, which we talked about today.
The definition of ‘‘disadvar .aged” does require consideration of the
local context. We feel there should be Federal standards for label-
ling the disadvantaged worker.

Third, we are in support of the amendment to provide additional
service coordination requirements at the State level, for example,
the State Human Resource Investment Council. Please remember,
however, that coordination at the State level can be greatly en-
hanced, or it can be and is often inhibited by restrictions imposed
by segregated Federal programming. At the local level, it would be
helpful to have requirements and incentives for coordinating and
streamlining services to JTPA eligible clients.

Fourth, we also support individual perticipant assessments which
guide service activities. While we are aware of the effort required,
it does seem consistent that the hard-to-place employee requires ad-
ditional and ongoing support.

Finally, we strongly support increased fiscal accountability. As a
PIC member, I need the information which could be provided
through such a system. However, in our experience over the past
year, when program standards were exceeded with no apparent re-
lationship to program spending, it became all too evident to us that
there must be a formal link between program and fiscal success.
Establishment of procurement standards, in our view, should be
only one of a number of enhancements needed to ensure that fiscal
accountability.

In York County, as we rebuild our JTPA program, we will con-
tinue to serve our economically disadvantaged and dislocated citi-
zens by offering the means to obtain gainful employment. Now
more than ever, our community must apply all resources, public
and private, to support our changing economy. We need both flexi-
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bility, but we also need focus from JTPA to aliow us to respond tc
local conditions.

Mr. Chairman, in closing, I just want to tell you about York
County's preparation for the decade we are in now. We have the
York 2000 Commission. It was established in 1986 by our county
commissioners. Its purpose was to address the issues that York
~ County would face on the road to the new century. A variety of
county residents were appointed from both the privai and public
sectors, representing a diversity of interest from areas of expertise.
The resulting report outlined a number of areas needing attention
within the upcoming years in a proposed course of action. Specifi-
cally, our third report was made in April of this year. I want to
read just one small piece from the report that points to what we
are talking about today.

There is a need for the creation of public and private partner-
ships that could provide job training opportunities and encourage
those who face barriers to employment. The limitations of federally
funded job training programs to respond to the needs of the eco-
nomically disadvantaged individuals, dislocated workers, and work-
ers whose skills have not kept pace with ihe changing vwork envi-
ronment will leave many employable persons ou’ of the employ-
ment picture.

We believe the Job Training Partnership Act can make a greater
impact on our local employment picture, given the potential for en-
hanced programmatic and fiscal integrity. We eagerly look to Con-
gress to make the necessary changes to JTPA that will allow us to
improve the quality of life in our county by providing both econom-
ic independence to our residents and a skilled productive workforce
to our business community.

I thank you again for the opportunity to share my limited view
and experience with JTPA.

[The prepared statement of Jody Kelier follows:]
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STATEMENT OF
JODY KELLER
CHAIRMAN, PRIVATE INDUSTRY COUNCIL
YORK COUNTY, PENNSYLVANIA
BEFORE THE
SUBCOMMITTEE ON EMPLOYMENT OPPORTUNITIES
COMMITTEE ON EDUCATION AND LABOR
U.S. HOUSE OF REPRESENTATIVES
May 21, 1991

Mr. Chairman and Subcommittee members, thank yoi. for the opportunity to
provide the perspective of a local Private Industry Council Chairperson,

small business owner and employer with regard to Amendments to the Job
Training and Partnership Act. With me today is Kathy Fox, our new Director of
the York County Office of Employment and Training.

I represent a Pennsylvania $.D.A. located in the southcentral part of the
state, serving the citizens of York County. Our own experience over the past
12 months, which I will share with you in a moment, suggests the need for
change in the Act, and in large measure, supports the Amendments before you at
this time.

York County, Pennsylvania, 1000 square miles of agriculture, manufacturing and
an emerging service industry, supports more than 340,000 residents and %as its
own challenges for maintenance and growth.

About 1 year ago, a major manufacturer in York, Cole Steel Equipment, closed
its doors leaving more than 500 long-term employees jobless in an insensitive
Job market. Heeding the 60-day plant closing law, our rapid response team
went into action, coordinating efforts to assist employees by committing JTPA
funds for training and job search services. It wasn't until several months
later that our private Industry Council and County Commissioners learned that
we had over-committed our JTPA resources. It wasn't until later that we all
learned about the inadequate accounting system, administrative mis-spending
and excessive 0JT contracts. Our local newspapers took full advantage of the
story as 1t unfolaed, implying that the system had been abused, We read in
the papers that displaced workers from plant closings would not receive what
they were promised. We learned that the local JTPA program had spent {ts
entire annual budget during the first month of the fiscal year.

Ironically, while York County's JTPA program was in this administrative and
financial disarray, we were being 1auded for meeting program performance
standards. Everyone was asking, how could an exempiary program, the recipient
of numerous awards and incent.ve grants have such inadequate fiscal controls?

Fortunately, with the assistance of Representative Bi1l Goodling, state and
federal administrators, our displaced workers from plants such as Cole Steel
did receive the assistance they were promised, We are currently answering the
questions that were raised over the past year and are putting our SDA back
together thanks to the cooperation and involved assistance of our State
Department of Labor and Industry, York County Commissioners, Pennsylvania's

5.0.A. Association, our diligent Director and our rejuvenated private Industry
Council,
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Many of the proposed amendments to the Act have the potential to have
prevented York County's crisis. Specifically, I believe the following ideas
related to the amendments should receive your full consideration:

1. While the amendments suggest the continuatfon of the present service
delivery system, as we learned in York County, structure does not imply
function. In order for the partnership between the Private Industry Council
and the JTPA program office to functfon, it requires open, honest and
intelligent administrators, committed and knowledgeable PIC volunteers,
supportive county officials and coordination of public and private efforts
which are, of necessity, sstside of the JTPA scope of authority.

2. We believe the success of JTPA programs should be based on successful job
placement, 1t must be recognized that barriers to employment include basic
necessities 11ke transportation, adequate clothing and housing. The
definition of "disadvantaged" requires consideration of the local context.
There should not be federal standards for labeling the disadvantaged worker.

3. We are in support of the amendment to provide additional service
coordinatfon requirements at the state level. (i.e. the State Human Resource
Investment Council). Please remember, however, that coordination at the state
lavel can be greatly enhanced but is often inhiuited by restrictions fmposed
by segregated federal programming. At the local level, it would be helpful to
have requirements and incentives for coordinating and stream-lining services
to JTPA-eligble clientele.

4. MWe also support individual participant assessuents which guide service
activities. While we're aware of the effort required, it seems consistent
that the hard to place employee requires additional and on-going support.

5. Finally, we strongly support the need for increased fiscal

accountability. As a PIC member, I need tne fnformation which could be
supptied through an improved system. However, in our experience over the past
year where program standards were exceeded with no apparent relationship to
program spending, 1t became all too evident that there must be a formal 1ink
between program and fiscal success. Establishment of procurement standards
should be only one of a number of enhancements needed to ensure fiscal
accountability.

In York County, as we rebuild our JTPA program, we will continue to serve our
economically disadvantaged and dislocated citizens by offering the means to
obtain gainful employment. Now, more than ever, our community must apply all
resources -- public and private -- to support our changing econony. We need
both flexibi1ity and focus from JTPA to allow us to respond to iocal
conditions,

Mr. Chairman, in closing, I would 1ike to tell the subcomm{ttee about York
County's preparation for the decade we're now in.

A York 2000 Commission was established in 1986 by our County Commissioners.
Its purpose was to address the issues that York County would face on the road
to the new century. A variety of couuty residents were appointed from both
the private and public sectors, representing a diversity of interests and
areas of expertise, The resulting report outlined a number of areas needing
attention with fn the upcoming years and a proposed course of action.
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Specifically, the third York 2000 report made in April of this year stated
that:

"There 1s a need for the creation of public and private partnerships that
could provide job training opportunities and encourage those who face barriers
to employment. The Yimitations of federally funded job training programs to
respond to the needs of the economically disadvantaged individuals, dislocated
workers and workers whose skills have not kept pace with a changing work
environment will leave many employable persons out of the employment picture.”

The Job Training and Partnership Act can make a greater impact on our local
employment picture, given the potential for enhanced programmatic and fiscal
integrity. We eagerly look to Congress to make the necessary changes to JTPA
that will allow us to improve the quality of 11fe in York County, by providing
both economic independence to our residents and a skilled and productive

work force to our business community.

Mr. Chairman, 1 along with the folks back home, thank you again for keepi ig
York County Pennsylvania, working.
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Chairman Perkins. Thank you, Ms. Keller.

Calvin?

Mr. JounsoN. Do you want to go vote?

Chairman PERkINS. You have two and a half minutes. Is that
enough time?

Mr. Jounson. Heaven forbid I should take longer than that.
Thank you, Mr. Chairman. Let me see if I can hit the highlights of
my testimony.

Chairman PERKINS. Please do.

Mr. JounsoN. The AFL-CIO wants to see improvement in the
structure of our Nation’s job training system towards a more cen-
tralized system with greater accountability and quality. We sup-
port increased Federal oversight of the program as well as stricter
controls on fiscal and administrative procedures to preclude many
of the abuses found by the Office of the Inspector General.

Our Nation’s job training system also requires additional fund-
ing. Less than 5 percent of those who are eligible currently receive
services.

We are callin%‘for a mandated increase in the input of organized
labor into the JTPA system. Current JTPA law contains some pro-
tection for workers as well as certain mandated requirements for
labor input. However, in certain areas of the country, these oppor-
tunities are ignored and calls for involvement go unheeded. Labor
contributions have proven to be effective in increasing the quality
and performance of JTPA programs. Labor operated programs
have among the highest wage and placement rates in the country.

To assure adequate labor input, we believe that all JTPA plans
should be required to specify the means used by program adminis-
trators for involving labor organizations in the development and
implementation of services.

We recommend that local Private Industry Councils have equal
representation of business and labor and community organization.
The interest of workers who are directly affected by JTPA training
should be given weight equal to that of employers who benefit from
the training subsidies.

The AFL-CIO urges that the current State Job Training Cocrdi-
nating Council structure continue, or that a structure with two
councils, one for vocational education and one for training, be cre-
ated. We prefer the SJTCC over the proi)osed combined omnibus
State Human Resource Investment Council.

We encourage efforts to tariet JTPA Title Il programs for pre-
cisely those most in need. At the same time, however, it is critical-
ly important for this country to provide opportunities for upward
mobility to those who are under-employed and the working poor.
Training resources should also be devoted to the creation of career
upgrade training programs for workers impacted by new forms of
work organization and new technology, as well as programs to pro-
vide workers in dead-end jobs opportunities to move up.

Title III programs should continue to be directed to those who
are laid off as a result of plant closings, mass layoffs, and recession
cutbacks. Additionally, national funds and assistance should be
p